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STATE, FOREIGN OPERATIONS, AND RELATED 
PROGRAMS APPROPRIATIONS FOR 2014 

WEDNESDAY, APRIL 16, 2013. 

DEPARTMENT OF STATE 

WITNESS
HON. JOHN KERRY, SECRETARY, DEPARTMENT OF STATE 

OPENING STATEMENT BY CHAIRWOMAN GRANGER

Ms. GRANGER. The Subcommittee on State, Foreign Operations, 
and Related Programs will come to order. 

Mr. Secretary, I want to start by welcoming you for your first ap-
pearance before this committee. We look forward to working with 
you to address some very difficult issues. 

We now realize that what was first called the Arab spring may 
last a very long time. We continue to watch the conflict in Syria 
with tremendous concern and sadness as the humanitarian crisis 
continues. And Iran appears focused on developing its own nuclear 
capability while they interfere in other countries and create insta-
bility.

We must recognize that what happens in the Middle East and 
North Africa can and does impact us here at home. We have to re-
main engaged in the region and support democracies that respect 
the rights of all people. We need partners who want to work with 
the United States and be responsible members of the international 
community. During a period of tremendous unrest in the region, it 
is critical that we support our strong, steadfast allies, such as Jor-
dan and Israel. 

During the hearing today I hope you will address these issues 
and also begin to explain the administration’s fiscal year 2014 re-
quest. The $52 billion requested for the State, Foreign Operations 
Subcommittee includes $47.8 billion for State and USAID. This re-
quest is an increase above the prior year when sequestration is 
factored in. This will be hard to defend at a time when discre-
tionary spending is decreasing. 

One difficult budget issue we need to address together is em-
bassy security. The recent deaths of a foreign service officer, Amer-
ican soldiers, and a government contractor in Afghanistan remind 
us that we must stay focused on keeping American employees safe 
in a very unsafe world. My thoughts go out to their families, and 
I hope we all remember them as we work together to meet security 
requirements.

Secretary Kerry, it is already clear that in your first 2 months 
in office you want to work closely with other foreign leaders. You 
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have already traveled several times to the Middle East and Europe 
and you just returned from the Asia-Pacific region. This sub-
committee knows it is important to move Israel and the Palestin-
ians toward peace, and we look forward to hearing more about 
what the administration is doing. We also need to know if the re-
cent changes in the Palestinian Authority will have an impact on 
U.S. assistance. 

Outreach to European countries is also critical because the U.S. 
must work with its allies on our most difficult problems, from 
Syria, to Iran, to Mali. We know you just returned from South 
Korea, China, and Japan, and we would like to hear a readout of 
your discussions to understand what these countries are doing to 
address the threat of North Korea. But it is just as important to 
make sure our neighbors know that they are our partners. 

We need to know how the administration will work with our al-
lies in Latin America, particularly the new President of Mexico. 
The budget request shifts funds away from what we have tradition-
ally called the frontline states of Iraq, Afghanistan, and Pakistan. 
We need to know how the U.S. will maintain influence in these 
countries if the Congress follows the administration’s proposal. 

Finally, I want to raise a concern I know I share with many of 
my colleagues on the subcommittee. We must do more to stop the 
poaching crisis that is affecting stability in Africa. 

Mr. Secretary, I want to thank you and the dedicated men and 
women of the State Department and USAID for what you do every 
day to promote U.S. interests abroad. As you have said ‘‘what you 
do over there has an enormous impact over here.’’ 

And in closing, I want to offer my sincere condolences to you and 
the people of your home State of Massachusetts for the tragic 
events that occurred on Monday. We know an investigation is un-
derway and I think an arrest has just been made and we hope to 
get more information. But it reminds us all that terrorism knows 
no boundaries and the work of the State Department and other 
Federal agencies helps to keep this country safe. My thoughts are 
with you and the people of Boston. 

I will now turn to my friend and ranking member, Ms. Lowey, 
for her opening remarks. 

OPENING STATEMENT BY MRS. LOWEY

Mrs. LOWEY. Mr. Secretary, it is a pleasure for me to join Chair-
woman Granger in welcoming you to our subcommittee. I am very 
proud of the achievements of our former secretary, my constituent. 
However, you come to this position with a lifetime of service. You 
have our confidence and appreciation at a time when your skills 
are so badly needed, and we appreciate it. 

I specifically commend your early success mending the relation-
ship between Israel and Turkey and reinvigorating the Middle East 
peace process. Your schedule has been so hectic in the first month 
or so. Has it been a month yet? I do hope you are getting enough 
sleep.

Today I want to offer my condolences to all in the State Depart-
ment family on the tragic loss of Anne Smedinghoff. Her contribu-
tions will be remembered, and I hope that those injured in this hei-
nous attack will make a swift and full recovery. 
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Mr. Secretary, I, too, want to join with my many colleagues in 
the House and express our heartfelt condolences to your friends 
and neighbors in Boston. 

As you know better than most, diplomacy and development are 
essential components of our national security strategy, making us 
safer at home and abroad. Investments in people through edu-
cation, economic opportunity, health, and nutrition promote sta-
bility, peace, and economic growth. The administration’s commit-
ment to sustainable development, human dignity, and the rule of 
law in a challenging budget environment recognizes that these 
small investments greatly benefit our country. 

The budget request for fiscal year 2014 represents a realistic vi-
sion that balances many competing priorities. Generally, I am 
pleased to see the maintenance of our global health programs and 
increases for maternal and child health and embassy security. But 
I am again disappointed in this administration’s continued short-
sighted, unacceptably low request for basic education. Mr. Sec-
retary, we cannot make progress on any of our international prior-
ities, from food security, to building democratic institutions, to sus-
tained health outcomes, if generations of children grow up without 
basic literary skills needed to secure a job, understand basic health 
and hygiene information, and make smart choices about finances 
and behavior. I hope you will address this shortcoming in basic 
education today. 

In addition to my concerns about basic education funding, I hope 
you will address several other policy concerns. I urge you to con-
tinue the progress made by Secretary Clinton to provide strong 
support for women and girls throughout the world, including com-
bating gender-based violence. I hope you and your Ambassador-At- 
Large for Women’s Issues will focus on enhancing the role of 
women in government throughout the world, specifically in coun-
tries undergoing transition, such as Egypt, Yemen, and Tunisia. 

Support for international family planning activities is vital to 
women and families around the world. I hope you will discuss the 
potential impact of cuts to our bilateral assistance and the imposi-
tion of divisive policies like the global gag rule, as well as the im-
portance of our relationship with UNFPA. 

Finally, we cannot allow sequestration to hollow out our State 
Department and USAID staffs, similar to the situation in the 
1990s. Increased waste, fraud, and abuse will result from reduced 
program and contract oversight. We need to know the Depart-
ment’s strategy to remain agile and efficient in this difficult fiscal 
climate.

We are also facing very serious regional challenges today. First 
and foremost with the threat of nuclear attack from North Korea 
and the danger to our ally South Korea, the military is shifting its 
assets. Reports coming out of North Korea detail political prisons, 
summary executions, starvation that would be revolting in the 
Dark Ages. This situation cannot continue. Perhaps you can share 
with us your thoughts as to whether diplomacy still stands a 
chance.

You said last week that we will never accept North Korea as a 
nuclear power. Can we deescalate the situation to bring North 
Korea back to the negotiating table? 
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In Syria the bloodshed and refugee outpour continue. Are we 
doing enough? Can we work with this opposition coalition? Who are 
they? What do we do about extremists or terrorists coopting the op-
position? Where should we focus our investments given all the un-
knowns?

And lastly, we are all committed to ensuring that Iran never ob-
tains nuclear capability. It was tremendously disappointing that 
the latest round of talks were not successful. I support our strong 
sanctions. Are you considering additional economic sanctions or set-
ting a deadline on future negotiations? 

Thank you again for your tireless efforts on behalf of our nation. 
I look forward to hearing your testimony. Thank you. 

Ms. GRANGER. I will now yield to the chairman of the Appropria-
tions Committee, Mr. Rogers, for his opening statement. 

OPENING REMARKS BY CHAIRMAN ROGERS

Mr. ROGERS. Madam Chairwoman, thank you for yielding. I want 
to start by acknowledging the difficult work that you and Ranking 
Member Lowey do on this subcommittee. Mrs. Lowey is so dedi-
cated that she is doing double-duty as Ranking Member on this 
Subcommittee and on the Full Committee. We are looking for a 
third job for her. 

Mrs. Lowey and I both agree on the importance of having hear-
ings on what the agencies are spending, crafting bills that respon-
sibly fund the federal government, and looking for areas where 
these programs can be more efficient. I am committed to working 
with her to move appropriations bills through the Subcommittee, 
Full Committee in regular order, and with the new chairman on 
the Senate side of the Appropriations Committee, Senator Mikul-
ski, and her Ranking Member, Senator Shelby from Alabama, we 
are determined to do regular order and get us back on an even 
keel.

Mr. Secretary, congratulations on your appointment to this posi-
tion. I know it is something you are well suited for and have 
trained, in fact, for this job. We thank you for being with us today 
to discuss the Department of State’s fiscal 2014 request. From the 
continued instability of the Middle East, to the economic difficulties 
around the world, to the evolving challenges in the Asia-Pacific re-
gion, particularly North Korea, there is no question you are serving 
during a very critical time of history. 

Tragic events like the unfortunate bombing in Boston on Monday 
remind us again that our country, our freedom and our way of life 
is constantly under threat, and we must take measured steps to 
protect the values that we hold dear. Our hearts go out to your col-
leagues and citizens in your great State and your wonderful city. 

As the chairwoman mentioned, the request that you have made 
for 2014 is $52 billion, which is about $1.2 billion above the prior 
year once you factor in the effects of sequestration. This is going 
to be difficult to do given the funding constraints that the Com-
mittee is under. We need to work with you to prioritize your most 
important needs. So we look forward to continuing this conversa-
tion.

As you know, one budget issue I followed closely for my 30 years 
on this committee, and most of that on the subcommittee that 
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funds State Department that Frank Wolf now chairs, embassy se-
curity. I look forward to your testimony today so we can get a bet-
ter understanding of the administration’s plans to keep American 
diplomats and development officers safe. We have some very tough 
choices ahead for us. I look forward to hearing your testimony 
today.

Ms. GRANGER. Secretary Kerry, your full written statement will 
be placed in the record, so feel free to summarize your statement. 

OPENING STATEMENT BY SECRETARY KERRY

Secretary KERRY. Thank you very, very much, Madam Chair-
woman, and Madam Ranking Member, my good friend Nita Lowey, 
Chairman Rogers, and members of the committee. It is great to ap-
pear before you. This is a privilege for me. I like the intimate set-
ting, and I look forward to having good dialogue with everybody. 
We do indeed, Chairman Rogers, have very important choices in 
front of us, and we have to obviously put them in their appropriate 
context, and I will try to do that this afternoon. 

I want to thank you all for your mention of the Boston Marathon. 
Representative Wolf, Frank and I were talking beforehand about 
running the Boston Marathon. I did it a long time ago, and it is 
a great event. Clearly, to have Patriot’s Day among all days turned 
into bloody mayhem is beyond the pale, and everybody is still reel-
ing from it. 

A few minutes ago before I came in here, the ticker was talking 
about the potential of an arrest. I will say to you that the latest 
data I have is no arrest has been made but they have, quote, ‘‘solid 
leads.’’ And that is sort of where we are now. But as President 
Obama said, nobody is going to rest until we get to the bottom of 
this.

Turning to the challenges of the budget and the challenges of for-
eign policy, you have all listed the enormous array of challenges 
that we face. But we are the United States of America and we are 
still the indispensable Nation, and people all over the world look 
to us for leadership. And I have seen that reinforced in me in the, 
what are we now, 2 months-plus that I have been privileged to 
serve President Obama and the country. It is amazing to me how, 
even more so than I learned as chairman of the Foreign Relations 
Committee, it is critical, the choices that you make and that we 
make together. 

So I am really happy to be here to talk about this budget. I think 
we can more than justify it. As Senator Lindsey Graham has said 
very eloquently, America’s investment in foreign policy is national 
security insurance. And I absolutely believe that. If you can make 
the right small investments up front, you can avoid costly conflicts. 

You know, we have spent about a trillion dollars in Afghanistan, 
and I think about the same in Iraq. It seems to me that in the last 
months we have had underscored to all of us a lot of developments 
that underscore the stakes for us having a strong presence in every 
part of the world. And I am really appreciative, Chairwoman 
Granger, for your cooperation and participation in some efforts to 
try to advance our diplomacy, and Congresswoman Lowey. It has 
been critical and it will be critical as we go forward. We are going 
to have to work really closely together in this. 
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You saw what happened in our rapprochement between Israel 
and Turkey. That is diplomacy, and it came about because we are 
able to be there, be present, be involved with both nations in ways 
that serve both of our interests, all of our interests. And that is the 
art of diplomacy, is being able to bring interests together at the 
right moment in time. 

The committee, I know, and I know we will discuss it today, has 
had some robust discussion about Syria. I look forward to that dis-
cussion today because it is a critical issue for us. We have contrib-
uted nearly $385 million for humanitarian relief to put essential 
resources through the Syrian people, as basic as sending flour to 
bakeries in Aleppo, which makes a difference, to providing food and 
sanitization in the Atmeh refugee camp. And I look forward to dis-
cussing it as we go on today. 

I think we may be looking at this budget, Chairman Rogers, 
slightly differently, but we can discuss that in the course of the 
day, because our 2014 budget request, we believe, represents a 6 
percent reduction from the 2012 funding levels. Now, why do I say 
2012? Because we had a CR for 2013, so we never had the full 
budget comparative process. And we think we have implemented 
reforms and made some reductions that delivers the maximum 
bang for the taxpayer’s dollar. 

Now, let me give you a few examples of that. With just over $3.5 
million, the State Department’s Bureau of Conflict and Stabiliza-
tion Operations made key investments leading up to the recent 
elections in Kenya. And I want to congratulate, you know, our As-
sistant Secretary of State for Africa, Johnnie Carson, has just left 
the Department, just retired, and he did a superb job of day-to-day 
diplomacy. I personally was on the telephone with Kenyatta, with 
Odinga, talking to them, trying to walk through the process. We 
came out of that without the kind of violence that could rip apart 
a country and provide further requirement for the United States 
and for the rest of the world to be engaged. So we reduced a repeat 
of the violence that we saw during the last election. 

Our antiterrorism assistance funding has helped save the lives of 
hundreds of people, quantitatively, in places like Pakistan, India, 
Lebanon by training local law enforcement to detect and neutralize 
explosive devices. And all of you are privileged to the intelligence 
that shares with you some of the things that our fellow Americans 
never see because they do not happen, because working with other 
people we prevent them from happening. Whether it is the Saudis, 
or the Israelis, or others we are able to intervene ahead of time. 

We believe the 2014 budget maintains our commitment to peace, 
security, and stability where all three of those things can be a very 
scarce commodity. And I have already traveled, as you mentioned, 
three times as Secretary to the Middle East and North Africa, 
which is struggling to respond, not to a religiously motivated revo-
lution, but to a fruit vendor who wanted respect, and dignity, and 
the ability to be able to sell his goods. Responded to young people 
who gathered in Tahrir Square—not the Muslim Brotherhood, they 
did not bring this—young people in a generational revolution be-
lieving they want to share in what the rest of the world has 
brought us this. They brought us an election and some other people 
won the election. 
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So we have to sort of deal with this emerging aspiration, if you 
will, that is global. To that end, this budget requests $580 million 
for the Middle East and North Africa Incentive Fund so we can 
help give reformers the tools and resources they need to make the 
right decisions on behalf of their folks. And this fund will allow us 
to say to people, if you are willing to take on these deep-rooted 
challenges, if you are willing to believe in democracy, if you are 
willing to go to the polls, you are willing to invest in the process, 
we are going to stand with you, and we are going to help you. And 
with all due respect to the members of the committee, this is de 
minimis, de minimis. 

I mean, think of what George Marshall did at the end of World 
War II, when we had the courage—against the will, I might add, 
of many Americans—to invest in a defeated Germany, and a de-
feated Japan, today two of our greatest allies, two of the strongest 
economies in the world. And it is an example of what can happen 
in this transformative process. 

We put aside in this budget $8.6 billion for our security, counter-
terrorism, and law enforcement assistance. I ask you to compare 
that $8.6 billion to the $1 trillion that we spent fighting, as I said 
earlier, in Afghanistan and Iraq. It is penny-wise and it is pound- 
wise as well. 

The simple fact is, and I am more convinced of this than ever 
after 28 years on the Foreign Relations Committee, we cannot be 
strong at home if we are not strong in the world. We also cannot 
be strong in the world if we are not strong at home. So that has 
something to do with the choices we make here in Washington 
about our own budget and our own deficit and so forth. 

But I believe we need to do more to get out there and stoke the 
economic engines with the trade and business opportunities that 
are available in other countries. I said in my confirmation hearing, 
almost all diplomacy today is economic diplomacy. I believe that. 
I see that in the TTIP. I see it in the TPP. I see it in this race 
for resources. And China is currently investing more than the 
United States in Africa. We need to think long term. And this 
budget, I believe, is critical to our tapping the growing markets of 
Asia, which are essential to America’s economic recovery. 

When it comes to shoring up our economic health and protecting 
national security, I believe our development work is one of our 
strongest assets. And let me be very, very clear: Development is 
not charity. It is an investment. It is an investment in a strong 
America and a free world. 

Eleven of the top 15 trading partners of the United States today 
were once beneficiaries of U.S. foreign assistance. You can just look 
at Korea, where I was a couple of days ago. Fifteen years ago, 20 
years ago, we were giving aid to Korea. Today Korea is giving aid 
to many other parts of the world. 

So I will just tell you quickly a couple of the reforms we are mak-
ing in the budget that I think are the most visible. In the food aid 
program, we are giving ourselves the flexibility to choose the most 
appropriate and efficient type of food assistance that we will give. 
And by doing so, we are actually able to reach an estimated 2 mil-
lion to 4 million more people every year with the exact same discre-
tionary funding. At the same time, we are going to save approxi-
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mately $500 million in mandatory funding over the next decade, 
which we will use to reduce the deficit. 

American growers and producers, and I know the members of the 
committee are concerned about it, you know, first of all, I will say 
to you, it is not meant to be subsidy program. We have got plenty 
of that. But it is supposed to be an effective way of providing aid 
to people. And yet, we will still see a majority of the food and pro-
ducers still will be U.S. Over half the funding that we are request-
ing will be used and purchased by and provided by shipping, U.S. 
shipping, and purchased from American farmers. But by giving us 
the ability to modernize, including the flexibility to procure food aid 
in the countries that are closest to the crisis, not only can we feed 
more people, but we can actually get to malnourished people 11 to 
14 weeks earlier. And in the case of malnourishment, that can be 
the difference between life and death. 

So the bottom line is that we think this change allows us to do 
more to help people to lift themselves out of hunger, and we think 
that is a good deal for the American taxpayer. 

The final area I would mention is what the budget does for our 
most important resource, from my perspective as Secretary, and 
that is the men and women of the State Department and USAID. 
We have requested $4.4 billion to fortify our worldwide security 
protection and to improve our overseas infrastructure; $2.3 billion 
of this is set aside for constructing secure diplomatic facilities. And 
it is part of our commitment to implement in full the recommenda-
tions of the independent Accountability Review Board so that we 
can mitigate the potential of any future tragedy like the one we 
suffered last year in Benghazi. 

So I would just say to everybody, you know, I am not going to 
come here and promise you we are not going to see another terrible 
incident. There is no way anybody can promise you that. We cannot 
have 100 percent security. We can do the best we can, and we can 
probably address some of that today. But we learned, you know, 
just 2 weeks ago I was in Afghanistan, and one of my control offi-
cers, Anne Smedinghoff, who was just laid to rest today, was just 
a superb, brilliant, bright, committed foreign service officer. She 
took part in a major women’s event that we did there. And, you 
know, she wanted to make a difference in the world. And she was. 
She was delivering books in Urdu to kids among the millions of 
kids going to school because of what we have been able to do to 
change. And this was the type of thing that has been happening. 
There have been a thousand of those events. And it was just, you 
know, wrong moment, wrong time. 

But Anne and Ambassador Chris Stevens represent the same 
kind of quality of individual that come to work in this endeavor, 
which is taking America’s values and our interests and trying to 
share them with other people in the world and trying to open up 
opportunities for them and make the world a safer and better 
place.

My, you know, most important job is obviously to protect these 
folks, and I admire them, but we cannot do it, none of them believe 
we can do it by retreating from the world. We are the country that 
carries with us everywhere we go a sense of optimism, a sense of 
the possible. We are, I think, unique in all of history in what we 
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have done to help other people share opportunity and equality and 
freedom.

And so I will personally stand and we will stand in opposition 
to anybody who wants to replace hope with hate, and peace with 
war, and security with violence. That is what we believe, and those 
are the values of the State Department, USAID, and that is what 
brings this budget to you here today. So I look forward to a good 
dialogue. Thank you. 

Ms. GRANGER. Thank you, Mr. Secretary. 
[The information follows:] 
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Ms. GRANGER. I am going to ask a question about the first issue 
I think you and I talked about after you took office—and that is 
Egypt, and I continue to be concerned. There was an attack from 
Sinai on Israel this morning. So I would like you to explain to the 
subcommittee the commitments that you have received in your 
talks with Egypt, and also, in those commitments, can you assure 
us that Egypt will uphold international obligations, including, of 
course, the peace treaty between Egypt and Israel? Please talk 
about Egypt’s economy, and particularly the IMF agreement and if 
they are moving toward that, and their future economic health. 

The parliamentary elections are coming, and are very important 
to Egypt’s future. Will the Egyptian government protect the rights 
of all Egyptians? Egypt is the issue that I am asked most by the 
Members of Congress, so would you please address that? 

Secretary KERRY. Yes, indeed, Madam Chairwoman. I can well 
understand why the Members of Congress are focused on Egypt. It 
is entirely appropriate to be, and we are, too, and I am intensely. 

I cannot give you assurances about what this current administra-
tion is going to do because I think they are still sorting through 
that. And the die is not cast yet. That was the purpose of my visit 
and the purpose of the money which I am very grateful to you for 
releasing.

Qatar has put another $2 billion at the availability of Egypt just 
in the last week or so. Before that, they put about $4 billion or $5 
billion. Libya has loaned them $2 billion in the last week or so, and 
the IMF has been negotiating for $4.8 billion. We promised a bil-
lion, and until I took the 190 that you kindly helped us to be able 
to provide, we did not provide them with a dime, not a dime. We 
gave them a promise, and a year later we had given them zero. 

Now, you know, you do not buy your interests. That is not what 
foreign aid is about. But I tell you, if you are not helpful to people 
in their time of need, if you are not there part of the process, it 
is very, very difficult to have the kind of leverage to say a diverse, 
pluralistic politics is critical to us, when they say, what does it 
matter to you? You do not really care. You are not helping us. The 
other guys are helping us. Thank you. You know, we will do what 
we want to do. 

So I think it is vital for the United States, given the fact that 
we have vital interests. One of our most important investments, 
frankly, was the Egyptian military that we invested in over 30 
years, and God knows where Egypt would have been without the 
military, frankly, being wise and restrained and having responded 
to the relationships that they built training often here at Fort 
Benning or at one of our other bases and having relationships with 
younger military officers here. That allowed us during that crisis 
to literally be on the telephone, officer to officer, and say, hey, 
guys, you have got to be restrained. You know, do not use weapons. 
You have got to keep this peaceful. 

And in the end, I met with Field Marshal Tantawi maybe four 
or five times, I cannot remember, during the transition. And, they 
did what they said they would do. They did not hold on to power 
like militaries in lots of countries. They held an election. They pro-
vided the people with the choice they demanded, and then they re-
treated to barracks. And you have not seen them or heard from 
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them in a negative way since then, despite disorder and problems 
in the country. 

They are keeping the peace with Israel. They are helping us with 
security in the Sinai. They helped negotiate the Gaza agreement, 
and the Gaza agreement for the most part is holding. And the only, 
real exchange in Egypt today is exchange between mil to mil, and 
intel to intel between Israel and the military. So the military has 
been a worthwhile initiative in that regard. And like in the same 
way, I believe, which is the nature of this, President Morsi has said 
he intends to have a pluralistic, diverse government that is going 
to recognize the rights of all of the people. 

Now, I cannot sit here. I am not going to come back in a year 
and say, geez, Mr. Secretary, you promised us this and that. I can-
not promise you that. What I can tell you is they say they are going 
to do these things, but I have doubts, and so do you, because I do 
not know where the Brotherhood or their current Sharia commit-
ments and other things are going to take them. What I do know 
is we have got to be at the table and we have got to be part of the 
effort to show all of the Egyptian people that we are not just there 
for one administration, or one president, or one thing, we are there 
for the people of the country. And that was the message that I took 
when I went there. I met with the opposition. I met with the busi-
ness community. I met with civil society. And I met with the gov-
ernment.

What I do know is Egypt is going through a struggle. And Egypt 
is important for all of us because it represents one-quarter of the 
Arab world. It has been usually the foundation of global affairs 
with respect to that part of the world, a major player, and still is. 

So I think it is important for us to recognize the fragility. I am 
confident that this Arab awakening is going to go through several 
incarnations. I cannot predict where it will go, but I can tell you 
this: If we are not engaged in it, I can positively predict it will go 
to places you do not want it to go. 

Now, that is true in Syria today and it is true in other parts of 
the world. So I personally would go much farther than this budget 
allows us to go, and so would the President, but we recognize we 
cannot right now. And I think we have got to figure out how we 
are going to press America’s interests even in difficult economic 
times. When you look at this overall budget, we are talking about 
one penny on every dollar that we spend. The return on this invest-
ment is the best return that we get. 

Ms. GRANGER. My other question has to do with Mexico, and you 
said in your confirmation hearing that there are ways to enhance 
our efforts in Latin America. What specific changes do you think 
will be made resulting from the Mexican’s presidents shift from 
combatting drug trafficking organizations to reduce violence. 

This President’s budget request proposes a 35 percent decrease 
in assistance for Mexico from 2012. 

So at this level of funding can we successfully engage with the 
Mexican government so that we can strengthen our economy and 
relationship with Mexico when it is one of our leading trading part-
ners?

Secretary KERRY. Thank you very much Madam Chairwoman. I 
think that, first of all, we are very hopeful that President Peña
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Nieto, who is committed to continuing to work the Merida Initia-
tive and the other efforts that we have in counternarcotics and so 
forth, recognizes that the relationship is changed because, frankly, 
there is a success story. I mean, the reason there is a reduction is 
we are going to focus less on equipment. We do not need to pur-
chase equipment and be on the equipment side of the ledger. We 
are going to be on the training side of the ledger. And we want to 
try to come at this, I think, from a different place. So there is a 
feeling that the amount that is in the budget is, in fact, not a di-
minishment of the effort, but rather a refinement along the lines 
that we talked about. We are going to come at it slightly different. 
They would like to do that. We would like to do that. We think it 
is going to be a better way of coming at the cooperative effort that 
we have. 

The other thing is, it is not going to be the government aid that 
is going to make the difference in Mexico. Mexico has got a pretty 
vibrant economy and is growing fast, and I think the richest person 
in the world resides in Mexico. They have got stuff happening. And 
so as long as we continue down the private sector component of our 
investment in trade, which we will, I think we can have a very ex-
citing relationship. 

POACHING

Ms. GRANGER. My last thing really is just a request and has to 
do with poaching, as I mentioned in my opening remarks. The wild-
life trade with elephants, rhinos, and tigers is at a crisis level. I 
have been briefed several times just recently. We have put funding 
toward primarily education, and I would ask you to look at imme-
diate assistance to law enforcement, because the networks that are 
poaching, the trade, the terrorism, and the funding is all connected. 
And so I would ask that you look at including unused military 
equipment that could be helpful in helping those rangers who are 
far outmanned and outgunned. 

Secretary KERRY. Madam Chairwoman, I am really delighted to 
hear you say this, and I know it is an issue that some people in 
the country might say what are you focusing on, the elephants or 
the tigers or whatever it is that you are focusing on? But I cannot 
tell you how supportive I am of this. I raised this as chairman of 
the Foreign Relations Committee. We had a hearing. We had Iain 
Douglas-Hamilton come in and testify about what was happening 
to elephants, the poaching that is taking place. 

There are species that are on the brink of being wiped out. And 
it is an economic issue, it is a security issue, and it is a conserva-
tion issue. And rangers are shot in some parts. I mean, this is sort 
of a war out there that people do not see. It is a war underneath 
the radar screen for a lot of people. But it is really vital to the long- 
term preservation, not only of the species, but ultimately of fight-
ing criminal activity. There are certain parts of the world which, 
regrettably, and they are particularly some in Asia, that are just 
not cooperating in shutting down the trafficking in the fruits of this 
illegal trade, the ivory tusks or the Bengal tiger skins, and so forth, 
and the rhino horns. There are a whole series of mythologies and 
ethics that drive people towards this trade. 
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What you are missing is adequate law enforcement, and so it 
does take some money. It takes a commitment globally. And I think 
the United States can and should be a leader with respect to this. 
But then you are going to get into these budget choices. I mean, 
can you do this? Can you do that? How important is it not to see 
an entire species wiped out? I think it is, frankly, of vital interest 
to us on a generational basis. So I think we ought to try to work. 

We are working with other countries. We are working with the 
regional wildlife enforcement networks. We are reaching out 
through every U.S. Government entity to try to get better enforce-
ment. We raise it as an issue in various fora all over the world. 
This is not a sidebar issue, Madam Chairwoman, and I am glad 
that you raised it. 

Ms. GRANGER. Thank you. 
I will now call on members based on seniority of those present 

when the hearing was called to order. I want to remind members 
that you have, except for my friend Mrs. Lowey, 5 minutes for your 
questions, and that includes, Secretary, your responses. 

Secretary KERRY. Okay. We are going to go into short mode here. 
Ms. GRANGER. Yes, we are going to go into short mode, and we 

will watch the time carefully, because you can see by the attend-
ance here people have a lot of questions. 

Mrs. Lowey. 
Mrs. LOWEY. Well, thank you, Madam Chair. 
And welcome again, Secretary. Mr. Secretary, I just want to 

thank you again for your immediate efforts to try and reinvigorate 
the Palestinian-Israeli peace process. I have been in this Congress 
a long time, and I keep saying in my lifetime we have got to get 
it done. So I really wish you the very best in your efforts. 

Now, given the time, I am going to throw out several questions. 
Secretary KERRY. And I will try to answer them all. 
Mrs. LOWEY. And then if you could just respond as you choose. 
First of all, can you tell us about the specific steps that could be 

taken to create the conditions for peace—I know you are talking to 
all sides of this effort—so that direct negotiations between the par-
ties can resume without any preconditions? 

What is the administration doing to encourage the Palestinians 
to return to the negotiating table without preconditions? 

What will be the effect of the resignation of Prime Minister 
Fayyad on the peace talks and on the PA’s ability to continue state- 
building efforts? 

Do you believe that President Abbas will continue efforts to 
achieve member status at specialized agencies of the U.N.? I under-
stand that the next opportunities for the PA would be in May of 
this year at the World Health Organization, and then after that at 
the IAEA and the International Telecommunications Union. What 
is the Administration’s plan to forestall the PA’s attempts to gain 
recognition at such organizations? 

And I am also interested, on the broader issue of Middle East 
peace, what is the Administration’s position and what have you 
done in your travels to encourage other Arab nations to normalize 
relations with Israel? I want to thank you again, by the way, for 
your efforts in bringing Turkey and Israel together. And if you 
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could just discuss the whole picture and your efforts, your deter-
mination, and touch on most of those issues. 

And maybe I will just throw in one more. There are points, I 
think it was 2011 when growth in the Palestinian economy and the 
West Bank reached about 11 percent. It has deteriorated, had an 
impact on Fayyad stepping down. So there are many people that 
say to me, why are you sending aid? Look, their economy is grow-
ing at 11 percent. 

Secretary KERRY. Absolutely. 
Mrs. LOWEY. Thank you very much. 
Secretary KERRY. Well, thank you. This is the greatest challenge 

for a lot of different reasons. You would be amazed. We had a 
meeting with Prime Minister Lee the other day of Singapore. I do 
not think I am telling a tale out of school to say that he raised the 
peace issue. Prime Minister Abe of Japan raised the Middle East 
peace issue with me. The Chinese raised it. I mean, this is on 
everybody’s mind. 

Mrs. LOWEY. That is because they cannot think of any other an-
swers for the other complex problems of the world, and this one, 
the answers are there if only we could go ahead with them. 

Secretary KERRY. Actually, the answers are there for North 
Korea there, too, and we can talk about that in a little while. But 
look, I, after 28 years full on the Foreign Relations Committee 
being part of this issue, and tracking it, and traveling in the re-
gion, and building relationships, and getting to know people, I be-
lieve we could make peace. I really do believe it. I know there are 
a lot of people who do not. They think it is a pipe dream. There 
are too many forces arrayed against it. There are too much dif-
ferent politics choices. You can run the list of negativity. I believe 
it can be done. But it is a very complicated puzzle, obviously, with 
lots of moving parts. And you have to try to find a way to get them 
all moving in the same direction at same time, which is the test 
here.

The Arab Peace Initiative, you asked what are the Arab nations 
doing to normalize. I was recently in the Gulf and I met with all 
of the leaders in the entire region, and every single one of them 
are ready to move forward. They just had an Arab League meeting 
last week. They recommitted to the Arab Peace Initiative. They are 
sending a delegation of foreign ministers over here next week. I 
met yesterday with Foreign Minister Saud al-Faisal of Saudi Ara-
bia, who was their sort of forerunner for this meeting. And they 
had just come from this meeting. They are anxious to try to see the 
peace achieved. 

Why? Because the instability of the region does not help any-
body. Because they understand that they want to focus on reforms 
in their country, change, the things they need to do to meet moder-
nity. And the last thing everybody needs is this tearing away at the 
fabric of their possibilities because of the absence of peace. 

So I believe that you could potentially, if you can get down the 
road here, you have 19 Arab nations and several Muslim countries 
ready to come to the table and make peace. 

You asked about Abbas going to the U.N., which obviously would 
be very damaging to the possibility of getting something going. The 
answer is, yes, he will go to the U.N. if there is no movement and 



19

ability to have a legitimate negotiation. And he will go out of his 
sense of frustration, whether you agree with it or not, whether 
Israel feels it is justified or not, he will do that. But if there is a 
legitimate process going forward, I believe he will not. 

So you say how, do you forestall the PA from going to the U.N.? 
You forestall it by being engaged in the legitimate process that we 
and others know is, in fact, bona fide and trying to advance the 
ball.

Now, everybody understands sort of where people are here. There 
is huge, huge mistrust on both sides, and it is understandable be-
cause there has been a long record of failure. And everybody can 
always point a finger at who did what, shot what rocket, did this, 
did not, you know. You do not get anywhere. That is where you 
stay stuck. You have to step out of that and see what the potential 
is here to move forward. 

And I believe that, you know, providing we have an Israel that 
is prepared to come forward and negotiate about all of the issues, 
including borders, that you can have a Palestinian Authority that 
could come forward and be prepared to negotiate about their 
issues, which obviously matter to both sides. I mean, there will be 
no peace agreement unless both sides’ interests are met in those 
negotiations. And everybody knows what is paramount to both 
sides. For Israel, security, security, security. You have got to know 
that you are not turning the West Bank into another Gaza, or Leb-
anon. And for the Palestinians they have got to know they are 
going to have a State that is viable and contiguous and not a Swiss 
cheese. I mean, that is going to sort of the heart of it. And then 
there are obviously a lot of other issues. I am not trying to simplify 
it, and I have no illusions about the complexity, believe me. 

But the hope is we can get people in a place where the essential 
issues are prepared to be talked about. I am not going to go into 
details about sort of where it is, if you do not mind. I believe every-
body has approached this with the utmost seriousness. And Prime 
Minister Netanyahu is serious and has been very forthcoming and 
helpful in trying to frame some ideas. And I think that President 
Abbas is likewise trying to formulate in his mind. We all have 
homework to do, and we need to do this homework outside of the 
spotlight and outside of sort of leaks and daily discussions because 
then everybody begins to, you know, make presumptions and rip 
and tear at whatever is happening. 

So we are going to do our homework and we will see where we 
are. And that is really where the process is at this moment in time. 
I do think that, you know, when you say what are we doing, the 
President has asked me to see what is possible and try to move 
this process along, and he has asked me to do it on a schedule that 
is not way out there, that is short-term, tight, everybody under-
stands that, because time is critical. Time is not on anybody’s side 
here.

So we are going to try and do everything we can to create the 
conditions for a legitimate process. And I have obviously thought 
a lot about how you try to make that different from the past. But, 
again, to make it different from the past we are going to start by 
not sharing with everybody and try and see if we can move this 
process along. 
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That is where we are right now. The first step was the step with, 
obviously, Turkey, and I am grateful to Prime Minister Netanyahu. 
He showed courage. He showed vision. He stood up. He thought it 
was the right thing to do and he did it, notwithstanding some peo-
ple prepared to criticize for it. Now they have to complete the com-
pensation component, return ambassadors, move to the next step, 
and so we go. And this will be a building-block process. 

One last thing on this. I have asked, and he has agreed to take 
this on, Tony Blair is going to be for the quartet engaged in some-
thing they have been trying to do over the years, but the climate 
has not been right, which is move the economics of the Palestinian 
Authority forward in a more quantum leap. And in that effort we 
have the help of some private sector leaders in America, like 
Muhtar Kent of Coca-Cola and others. We are going to bring people 
to the table who have the ability to do transformative change and 
try to move the economy. And I want to emphasize, not as an alter-
native, not as a substitute, but totally as a complement, supple-
mentary effort to try to change the quality of life and give con-
fidence and give you the political space to move on the other parts 
of this. 

Mrs. LOWEY. I will not bring up another question because there 
are so many other people waiting, but I just wanted to follow up 
on two points. You did not address Fayyad and the implications of 
his stepping down. 

Secretary KERRY. I am sorry I did not, and it is very important. 
Mrs. LOWEY. If you could also address that, I am very concerned. 

There have been many potential studies, and exposés of corruption 
within Fatah, but people have confidence in Fayyad. 

Secretary KERRY. Congresswoman Lowey, you are absolutely cor-
rect.

Mrs. LOWEY. And the second point I would like you to expand 
upon, I hear, wherever I have been in the region, from many coun-
tries, how important this peace process is. However, as you well 
know, if they would read every day the UNDP report talking about 
the problems in the Arab world having to do with education, health 
care, unemployment, et cetera, not that this is not important, but 
they often use it as an excuse for their own lack of movement, as 
you well know, in those areas. 

Secretary KERRY. Well, I agree. If you do not mind, let me quick-
ly say on the last part of that. I have raised this with them. I 
raised this very directly, and it is going to be part of my discussion 
with them when they come here, is you cannot just talk about it 
and say you support it, you cannot say where is it and we are 
ready to be helpful. You have got to help get there. And part of 
that is to change what is talked about in some of the countries. 

You know, in the street, you have got to prepare people for the 
potential of peace because you cannot play to the worst instincts 
of the street and then go out and have a meeting privately and 
have created the conditions which make the private meeting mean-
ingful. So that is very important. 

On the question of Salaam Fayyad, and obviously I wish he was 
not resigning because he is enormously capable. He is a friend. I 
have worked with him very closely. I have great admiration for 
him. And he has been really important to the creation of a level 
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of scrutiny, transparency, accountability, and accomplishment that 
has made a difference to the Palestinian Authority. He is not leav-
ing immediately. He is there as a caretaker now. It is open-ended 
as to how long that could be. I will be meeting with President 
Abbas this Saturday when we go to, you know, when I am going 
back to the Middle East for meetings on Syria, and we will talk 
about this as we have previously. 

The bottom line is this: The peace process and the future of the 
Palestinian Authority has to be bigger than one person. And it is. 
And this will be a test of who takes his place, if that finally is con-
summated, and sort of where are we going heading forward. I be-
lieve Salaam Fayyad is going to stay involved in the affairs of the 
Palestinian Authority in the West Bank. He is not disappearing. 
And I think we will have people to work with in order to be able 
to move forward. 

I also believe that President Abbas is critical to this. He is their 
leader. He is the President. He is committed to this. And I think 
that he has the ability to help shape that replacement and the fu-
ture, and we need to hope for the best here. I refuse to be deterred 
by this. And part of our agreement going forward with all of the 
parties has to be, look, do not let some rockets from Gaza or some-
thing that happens in the West Bank or whatever it is deter from 
moving forward, and that is what we have to do here. We have no 
choice.

Ms. GRANGER. Thank you. 
Mrs. LOWEY. Thank you very much, and I know you have sup-

port from this committee for your efforts. Thank you. 
Ms. GRANGER. Chairman Rogers. 
Mr. ROGERS. Thank you, Madam Chairman. 
From your experience, long experience in the Senate chairing the 

Foreign Affairs Committee, and most importantly now as Sec-
retary, I know you appreciate, as do I, the need for a Deputy Sec-
retary for Management and Resources. It is something that in my 
experience on this subcommittee, and the Commerce and Justice 
subcommittee, we worked together. I think it was 2001 when that 
position was created. Secretary Clinton was the first Secretary to 
fill the position. Of course that person left in February, and I do 
not think you have filled that position yet. I think it is very impor-
tant because, as the Secretary, your mind is on policy matters pri-
marily, and we need that person in the Department that is sort of 
the chief of staff, the operator of day-to-day operations to relieve 
you of those kinds of decisions and responsibilities. 

Can you tell me when you might want to fill that spot, or maybe 
you have? 

Secretary KERRY. I want to fill it immediately. But I have been 
really working hard to find the right person to recommend to the 
President, and ultimately it is the President’s decision. And so we 
have several really terrific candidates, to be honest with you, and 
I expect a recommendation to be made, and if the President ap-
proves it, the President will make the nomination very, very short-
ly. I could not agree with you more; very important position, we 
need it filled. 

Mr. ROGERS. Great. I thank you for that. Also, I do not think we 
have an Assistant Secretary for Legislative Affairs yet either. 
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Secretary KERRY. We do not, but, again, there are several posi-
tions unfilled where we have picked people and the President is 
poised to make the nominations, but we have to go through the 
normal, you know, vetting process, and that is happening. I am 
confident it will. We are all on the same page of trying to move this 
as rapidly as possible. And I feel confident that we are going to 
have a slew of people coming up here very, very quickly. 

Mr. ROGERS. Good. It is important for both of those positions to 
be filled, from our point of view. We need somebody to—— 

Secretary KERRY. Could not agree with you more. But in fair-
ness, we have got some terrific people there who are managing it 
now, and I think, you know, we want the position filled because it 
is better to do so, but I think we are on top of things. 

Mr. ROGERS. Let me touch briefly with something very important 
to you that you mentioned in your opening statement, embassy se-
curity. The Continuing Resolution [CR] that we just passed in-
cluded $2 billion over the fiscal 2012 enacted level for this purpose. 
The CR also directed the Secretary to submit a spend plan for 
those funds within 30 days of enactment, and then a report, within 
90 days enactment, providing an assessment of security require-
ments at our facilities worldwide, and a comprehensive plan for ad-
dressing those requirements, and a detailed description of Embassy 
security improvements to be supported from the increased funds 
made available in the CR. Neither the spend plan, nor the report 
are not yet late. We still do not have the information that we really 
need to staff whatever the plans are. I wonder if we—— 

Secretary KERRY. This is on the embassy security, Mr. Chair-
man?

Mr. ROGERS. Yes. 
Secretary KERRY. I did not want to interrupt you. I am sorry. 
Mr. ROGERS. Well, no, I just wonder if you could tell us when we 

can have that plan? 
Secretary KERRY. Well, let me just say that in front of me I have 

got the $2.6 billion, includes $1.6 billion in the worldwide security 
projects, $1.4 billion for capital security construction, $101 million 
for compound security, $130 million for maintenance cost sharing, 
$106 million for repair, improvement, major rehab, 679 for ongoing 
operations, 250 for overseas—I think it is laid out. I do not know 
why—okay, I am told it is coming forthwith. 

But we do have it broken down, and obviously all of this has 
been done in direct response to the requirements of the ARB, 
where I think we are out of the 29 requirements—four of them 
were classified—we are at 26 that have been either closed or initi-
ated completely. When I say initiated completely, language train-
ing, which was one of the recommendations, you know, we have 
started people but we are not going to see them for another year 
or so, or two. 

Mr. ROGERS. Yes, I am just asking for the justifications. We just 
need the plan so we can do our work. 

Secretary KERRY. We will get it to you as soon as possible. 
Mr. ROGERS. We still do not have the spend plan and the jus-

tifications for fiscal 2014. 
Secretary KERRY. Get them to you as soon as we can, Mr. Chair-

man.
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Mr. ROGERS. That will help us as we prepare to mark up—— 
Secretary KERRY. Well, it is important for me. Yes, we need you 

to have that, and we will get that to you as soon as we can. 
Mr. ROGERS. Mr. Secretary, I have no further questions for the 

record. I want to compliment you on your presentation here today. 
It has been very forceful and cogent, and we appreciate your being 
here.

Secretary KERRY. Thank you very much, sir. Thank you. 
Ms. GRANGER. Thank you. And thank you for getting just exactly 

on time. 
Mr. Schiff. 
Mr. SCHIFF. Thank you, Madam Chair. 
Mr. Secretary—— 
Secretary KERRY. It was the chairman’s doing, not mine. 
Mr. SCHIFF [continuing]. Thank you for being here, and we are 

fortunate to have such a capable Secretary of State. Your whole life 
has prepared you to be one of the very best and we are grateful 
for your service. 

Secretary KERRY. Thank you. 
Mr. SCHIFF. I have two questions. One is, what would you and 

the administration like Bashar Assad to know if he uses chemical 
weapons or if it can be proven that he already has? What should 
he know that the administration and the international community 
is prepared to do if that step is taken, or if it is demonstrated? 

Secretary KERRY. Well, the President has made it clear, Con-
gressman, that that is a game changer. And he can read between 
the lines, but that is a game changer, for us, for the Israelis, for 
the Europeans, for the world. I think the Russians have commu-
nicated to him and others that that becomes a game changer. And 
I think, you know, I do not want to go into details, but suffice it 
to say that the President has directed all contingencies to be 
planned for and options to be considered, and that work has been 
ongoing.

Mr. SCHIFF. There are many of us that have a great concern 
about this, obviously, and we want to make sure that the Assad re-
gime gets the strongest message possible on this. 

Secretary KERRY. Well, if I could convey to everybody on the com-
mittee in the context of Syria as you think about it, everybody 
knows that you have extremist elements out there. We now know 
with certainty that those extremist elements have affiliated them-
selves voluntarily with Al Qaeda, which sort of ratifies that they 
were AQI all the time anyway. And we know that there are a lot 
of chemical weapons there. I think everybody’s worst nightmare 
would be extremists with chemical weapons. So this becomes much 
more serious, and I think everybody needs to think about it in that 
context.

Mr. SCHIFF. Secretary, on a very different topic but one very 
fresh from your recent trip, can you share with us how you think 
this cycle with North Korea can be changed? We go through this 
endless pantomime where they take bellicose action, reckless ac-
tion, which Kim Jong Un has raised to a new level. It prompts ne-
gotiation. It prompts concession. It prompts agreement. It results 
ultimately in the breach and violation of agreement, followed by 
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more stoney silence until the next round of belligerence. How do we 
break this cycle and are we getting any help from China? 

Secretary KERRY. I believe there is only one way to break the 
cycle that is palatable, and that is to partner with China in a com-
pletely different approach from any that it has taken part thus far. 
You know, I think it is important for everybody to consider the fu-
ture with the best facts you can have and the best, you know, the 
most honest picture drawn, and here is what I think is an honest 
picture. We have gone through this process with the United States 
going through this, you know, charade of, you know, periodic nego-
tiations with periodic commitments that are relentlessly broken. 
And we go back to the cycle again. But in the meantime, the 
nuclearization gets more further along the trail, more refined, and 
more dangerous. 

I do not think we can afford, I think President Obama believes 
very strongly that this is, you know, this has got to change. And 
that is why his policy is not to engage in another round of, you 
know, food aid or some kind of, you know, bargain at the top. There 
has got to be a clarity to what will make this different? 

Now, what will make it different? If Kim Jong Un believes that 
he can parry and thrust and be provocative and do whatever he 
wants without consequence in terms of his relationship with China, 
that is exactly what he chose to do, that is what his father chose 
to do. And they took it to a point where it sort of, you know, was 
provocative, but not so much so that the stability of the peninsula 
was really completely thrown up for grabs. 

I think what is different this time is that Kim Jong Un has done 
this quite differently from both his father and grandfather and has 
taken it to a point where the peninsula is kind of rattling in a way 
that I think the Chinese do not like. The Chinese care enormously, 
for all the obvious reasons, as everybody should, about stability, 
and the North Koreans are now making things unstable; not only 
that, but inviting greater American presence militarily in the re-
gion and outside the region in ways that they also do not nec-
essarily appreciate. 

So it seems to me that if the Chinese will join with the United 
States in an approach to the North Koreans that makes it clear 
that we are prepared to do an agreement, we are prepared to, you 
know, create an entirely new relationship, we are prepared to wel-
come them back in the community of nations if they will 
denuclearize, but China has to make it clear to them that it mat-
ters to China. And much of the evidence indicates that Kim Jong 
Un’s current calculation is that he can do things and get away with 
it, that China will not crack down. 

So, you know, I just think that is an honest assessment and a 
straightforward statement of the realities of the region. And I do 
not think we have room not to deal with honest assessments of the 
region because it is too dangerous otherwise. 

Ms. GRANGER. Thank you. 
Mr. Wolf. 
Mr. WOLF. Thank you. 
Welcome, Mr. Secretary. I agree with the chairman. Very impres-

sive testimony today. And I have two questions, I will combine 
them so I will not have to come back. Just briefly, on the Middle 
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East, you should take a look at Psalm 122 in the Bible, it says, 
pray for the peace of Jerusalem. 

Congressman Tony Hall and Cardinal McCarrick had a program 
that was stopped where they were going over and meeting in Israel 
with five rabbis, five imams, and five leaders of the Christian 
Church. Faith and religion is an element of the peace process. Eco-
nomics are important, boundaries are important, but I would urge 
you to take a look at the program that Cardinal McCarrick and 
Congressman Hall had, because I think that would add another di-
mension.

SUDAN

The two questions that I have, and I will just combine them, and 
I know you know a lot about Sudan, and you may not remember 
that about 2 years ago I wrote you a letter thanking you for the 
effort and the time that you have put in for Sudan. Princeton 
Lyman has left. There is a need for a special envoy. I sent you a 
letter urging, recommending former Senator Feingold for that posi-
tion. You know, he was chairman of the African Affairs Sub-
committee. He knows you. He supported President Obama. He is 
well thought of out in the region. But there has been a vacancy 
now for 5 weeks. And I think the office is beginning to have a little 
bit of concern. So you really need to appoint someone of some stat-
ure, similar to the model of Senator John Danforth, who President 
Bush appointed to work on the North-South conflict. 

The other issue I want to raise is the plight of religious minori-
ties in the Middle East. Anna Eshoo and I put in a bill last year, 
which passed the House 402 to 20, to create a special envoy to ad-
vocate for Christians and other religious minorities in the Middle 
East. In Egypt the Coptic Christians are suffering. I was there a 
couple of months ago. They are pretty concerned. In Iraq we have 
seen the Christian community go from 1.5 million down to 400,000 
or 500,000. In Pakistan, the Ahmadis are living in fear. They can-
not vote. Shahbaz Bhatti was assassinated. As you know, he was 
a member of the cabinet, and a Catholic in Pakistan. 

We had a hearing the other day where the Baha’i community tes-
tified. The Baha’i Seven, the leadership of the community, are in 
prison in Iran. I was out in the region a month and a half ago. We 
had people come out of Damascus to talk to us. The Christian com-
munity there is very, very concerned. Every Democrat in the House 
voted for the bill last year. The U.S. Conference of Catholic 
Bishops, the Southern Baptist Convention, the Simon Wiesenthal 
Center, the Becket Fund, the Ahmadi community, the Baha’i com-
munity all supported it. I would appreciate if you would not make 
us work this thing through committees again this year. We need 
a special envoy now—one person that will advocate in the State 
Department for these vulnerable communities. 

In fact, I pulled out numbers when I got back from Egypt last 
month. In 1948 the Jewish population of Iraq was 150,000. They 
are now down to less than 10. In the same time in Egypt, the Jew-
ish population was anywhere from 80,000 to 100,000. Now they are 
down to about 50. Many in the region feel that the same fate 
awaits the Christian community. You know, first the Saturday peo-
ple, and then the Sunday people. 
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I plead with you, I ask you, will you please consider appointing 
a special envoy, somebody that you know who can advocate for 
these groups—whether it be the Assyrian Chaldean community, 
the Coptic Christian community, the Baha’is, or the Ahmadis. I 
was the author of the International Religious Freedom Act. Ambas-
sador Suzan Johnson Cook is a great person, but she covers the 
world. The Middle East is facing unique challenges at this point in 
history. Will you consider, without us pushing this thing and tak-
ing a year to move it through the legislative process, to appoint a 
special envoy to advocate for these groups? 

Secretary KERRY. Congressman, I will absolutely consider it. I 
want to find the best way to deal with this challenge. And I agree 
with you, it is a major challenge, and I am very concerned about 
it. I am also very invested in it. I met a number of years ago with 
King Abdullah of Saudi Arabia, who we spent a long time talking 
about this very issue, about religious tolerance and moderation and 
sort of the true definition of Islam, if you will. And I think it is a 
major challenge for all of us. I think that it is really a question of 
whether or not moderates in that region are going to be able to 
speak out and speak for what is the real Islam, rather than the 
Islam that gets hijacked by people and taken to the extremes. 

And that was King Abdullah’s concern. He started an interfaith 
effort, worked with Prince Ghazi of Jordan and others. And I think 
we need to find a way to try to maximize this. I do not know if 
the special envoy is the way to maximize it or whether we maxi-
mize it through some of these other approaches that I am thinking 
about or through a high-level secretary, deputy secretary, et cetera, 
raising the profile of it in our policies more directly. 

But you are absolutely correct. I mean, this is central to what we 
are going to be talking about in Istanbul this weekend on Syria, 
is this whole effort to make sure that the promise of Syria is going 
to be pluralistic and that it is going to respect all of the minorities, 
Alawi included, which we think is part of the way in which you can 
move people to accelerate the departure of Assad. Right now the 
Alawi, who are about 11 to 13 percent of the country, believe they 
are fighting for their life because it is a sectarian struggle and they 
think that they will get wiped out if Assad goes. So they are seeing 
their preservation in their resistance. 

If on the other hand we can get a message that, you know, every-
body is going to be protected, included, and represented in the gov-
ernment, and the institutions of government will remain, hopefully 
you open up. So the question is what is the best way to try to deal 
with this challenge, which is not just the challenge of Coptics or 
Christians in Iraq, et cetera, it is the challenge of the whole region. 
And it is also linked—I say this to you all respectfully—to the 
question of what kind of engagement we are going to have in this 
region, the Maghreb, the Sahel, the Saudi peninsula. 

This is the place where, what, 60 percent of Egypt is under the 
age of 30; 50 percent is under the age of 21; 40 percent is under 
the age of 18. That is true in almost every one of these countries. 
You have got these burgeoning youth populations who have no jobs, 
nowhere to go, and not sufficient education. And the question is, 
you know, do we inherit this problem because the only place they 
have to go is sort of to this, you know, usurped and hijacked defini-
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tion of what life is about, or are we going to help put an alternative 
there? I think this is the great challenge of our time, frankly, and 
I think we have got to figure out how we are going to respond to 
it.

Mr. WOLF. If you will look at it—and do not answer because I 
do not want to go over my time—Sudan. You do not have to get 
an answer. 

Secretary KERRY. Oh, I am sorry. 
Mr. WOLF. But we need a special envoy. We really need—— 
Secretary KERRY. We will have a special envoy. I absolutely in-

tend to appoint a special envoy. I think the world of Russ Feingold. 
I have actually talked to him about some stuff already. 

Mr. WOLF. I do not know that he wants it, but somebody like 
him, or him, I think would be good. 

Secretary KERRY. Well, now you are hedging on me. 
Mr. WOLF. No, I want him to be it. I want him, but he did not 

ask me to do that. I think he has that—and you know him and he 
supports the President. 

Secretary KERRY. The bottom line is, we will have a special 
envoy as fast as we can get one. 

Ms. GRANGER. Thank you. 
Ms. Lee. 
Ms. LEE. Thank you very much. 
Good afternoon, Secretary. Congratulations once again on your 

confirmation. Thank you for being here. And also just let me say, 
my congressional district, myself, we send our thoughts and pray-
ers to the people of Massachusetts and Boston, and any assistance 
that we can provide, you know, all of us on this committee, we are 
there for you. Thank you. 

Let me ask you a couple of questions that we worked together 
actually on over the years, I mean, many years, when you were in 
the Senate. It was a real privilege working with you. And I want 
to say also, the Congressional Black Caucus was very thankful for 
your partnership on all of our priorities as it related to foreign pol-
icy.

Of course, lifting the travel ban was a major, major effort where 
we could have an International AIDS Conference here last year. 

Secretary KERRY. Yes, very exciting. 
Ms. LEE. And it was so successful, it was so successful. So let me 

ask you, with regard to PEPFAR. 
First of all, of course in May we will be celebrating the 10th an-

niversary of the signing of the PEPFAR legislation. As you know, 
it has been one of the most revolutionary and effective foreign aid 
efforts of all times, and again, you were an instrumental leader in 
fighting HIV and AIDS over the years. So while I was pleased to 
see the support of the Global Fund in the budget, I am concerned 
about the President’s continued proposed reductions for bilateral 
HIV-AIDS funding through the PEPFAR program. I think this is 
now the third year that the President has proposed cutting the 
PEPFAR budget just as we are beginning to see some real suc-
cesses.

And so I want to first commend PEPFAR for finding efficiencies 
and bringing down the price of drugs. This is very important. But 
how can these proposed cuts—and these are on top of sequester— 
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how can they not affect programs and the goals laid out in the 
AIDS-free generation blueprint? 

Secondly, I am following very closely the creation of the new Of-
fice for Global Health Diplomacy, and I am pleased that it is being 
led by Ambassador Goosby, who is my constituent and doing a phe-
nomenal job as U.S. Global AIDS Coordinator. And so I would like 
to know what are the goals of this office. 

And finally, just with regard to Haiti. You know, many of us are 
concerned about the lack of tangible results for vulnerable commu-
nities in Haiti after billions were pledged in the wake of the 2010 
tragic earthquake. We have been calling for greater transparency 
and accountability. And of course, I have legislation that I am in-
troducing once again to call on the State Department to really let 
us know how this money has been spent. 

And so I wanted to know if there was any way administra-
tively—because, you know, sometimes this legislative process can 
be very cumbersome—but if you can administratively figure out a 
way to let us know how the money is being spent. It is my under-
standing that just over 50 percent of the funds made available for 
Haiti, reconstruction through fiscal year 2012, have been dis-
bursed, only 50 percent. And given the overwhelming needs of the 
country, why haven’t we moved faster, or why haven’t they moved 
faster? Thank you once again for being here. Good to see you. 

Secretary KERRY. On Haiti, let me begin with Haiti. I think, as 
you know, the administration put a lot of effort into Haiti in the 
last 4 years, a lot of money, a lot of effort. The Clinton Global Ini-
tiative, President Clinton himself, others, and Secretary Clinton 
put enormous focus on it. Chief of Staff Cheryl Mills personally 
was shepherding it is, et cetera. Still is helping us, actually. She 
is doing that part-time right now. And, you know, the great com-
plication that I have observed—I am not doing a general policy 
thing here—but I think is just capacity to absorb, governance, com-
bined with sort of sustainability issues that are very challenging 
there. And also a lack of coordinated approach. I think more than 
anything, if I have to find a thing to say to you has been a chal-
lenge, it is how to coordinate. It is not lack of effort. It is just very, 
very difficult. That has been the hardest thing to achieve. 

We are going to stay at it. You know, it is vital to us in lots of 
ways. I represented, I had the privilege of representing a huge Hai-
tian community up in Boston. I know after the earthquake we 
gathered that very night and we talked about how we would try 
to make this go-around different in terms of the aid and focus and 
attention.

You know, you have jogged my needs on this, and I would prob-
ably need to get the team together and sort of take stock of exactly 
what our broader judgment is, comparing it with all the agencies 
involved, and maybe get back to you even further. That is my quick 
take on it. 

[CLERKS NOTE.—State Department provided information to the 
office.]

Ms. LEE. Thank you. 
Secretary KERRY. On PEPFAR, if I could just say very quickly, 

you know, we are very excited about the money that the President 
got into PEPFAR and the Global Fund, and we are going to work 
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through USAID in some things we are going to do. I think we will 
be able to have the full amount of money applied by doing some 
reforms in some of the contracting the way we are doing things. So 
the money will be there actually for the delivery to patients by 
making it cost us less to be able to do. And I am probably sending 
shutters down some people’s spines by saying that right now, but 
I think that can be done. 

But the President funded the Global Fund enormously, and I 
think people are very happy with the money he has put on the 
table for this. And we really are looking at the possibility of an 
AIDS-free generation as a result of what America has done here. 
It is remarkable work, and a lot of people deserve credit for it. 

Ms. GRANGER. Mr. Crenshaw. 
Mr. CRENSHAW. Thank you, Madam Chairman. 
And welcome to you, sir, and again, thank you for all you are 

doing. I wanted to go back just briefly, we talked about Prime Min-
ister Fayyad, and I know you said that the solution to most prob-
lems is bigger than any one person, and I think we all agree with 
that. But I just remember maybe 10 years ago as a new Member 
of Congress traveling to Ramallah and walking up four flights of 
stairs and going into a little nondescript room and here is the 
brand new finance minister. And he talked about anticorruption. 
He talked about transparency. He talked about governments. And 
this is when Arafat was still around. And I thought to myself, I 
wonder how long this guy is going to last? 

Well, 10 years later, as you know, he has been relentless in not 
only growing the capacity to govern there, but also deal with the 
assistance that we have given them. Recognizing it is bigger than 
just him, can you comment on the impact that his departure is 
going to have internally in terms of their ability to build the capac-
ity for governance? 

And then I am sure that there is a question as to who takes his 
place as he was so vital to some of the foreign assistance that we 
dealt with. Will there be any movement to be sure that his suc-
cessor is someone that we can work with and trust and have con-
fidence in? 

Secretary KERRY. Well, it is a great question, Congressman, and 
the simple answer to it is, it needs to be somebody we have con-
fidence in and trust. And when I meet with President Abbas, obvi-
ously, I will, you know, to the degree it is appropriate without 
interfering and being overbearing, but I have to emphasize that on 
behalf of all of the interested parties. And I think he understands 
it is critical. 

Now, you know, there are a lot of very smart Palestinian busi-
nessmen and capable people there. I know some people in the West 
Bank who have enormous capacity. It is a question of the choices 
that get made, not the question of, you know, whether or not it can 
happen. And so until we know, we will not know. 

Mr. CRENSHAW. Well, thank you, sir, and I appreciate that be-
cause I know how vital he was. 

One last question about Syria, and the conflict that has caused 
all of the refugees—I think over a million refugees have fled to 
some of the neighboring countries—like Jordan. And they are 
struggling to be a host to these displaced persons, particularly Jor-
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dan. I know the King is coming next week. I know the refugee 
problem has caused major strains on his kingdom. There are other 
problems as well. I know when the President was there in March 
he pledged some additional assistance, and I wanted you to just 
maybe talk briefly about the situation in Jordan and what addi-
tional measures that we are taking to help them deal with this 
growing number of refugees to make sure that we help ensure fu-
ture stability, because you know how important they are to our ex-
istence.

Secretary KERRY. Very, very much so, Congressman. You are ab-
solutely on target. King Abdullah has been enormously constructive 
in so many ways in terms of the region, the peace process, the sup-
port for the Palestinian Authority, the work with Israel, the secu-
rity, all of the above. And we were just with him. President Obama 
visited with him when we were there. He was very graphic in his 
description of the challenge to Jordan of the refugees. They have, 
I think, four camps now, three or four camps. One of the camps is 
the fourth-largest city in Jordan today. 

Mr. CRENSHAW. Wow. 
Secretary KERRY. And they are finding that it is obviously, you 

know, having an impact on their society because these people want 
to find jobs. Some of them are working, some are not. There are 
just huge challenges of that kind of city in a tent in the desert. 

So you need to—we need to be helpful. We have provided $385 
million of support for the humanitarian crisis. We are helping to 
get other donors who have pledged to actually put money in. 

Secretary KERRY. But what is guiding us right now as we think 
about this a little bit is the fact that this is kind of—this is endless 
in a sense. There are a lot of people displaced within Syria, you 
have this enormous population in Jordan, you have a huge popu-
lation in Lebanon, but Lebanon you don’t have camps, they are just 
spread out, and so you might have a 20 percent increase of the pop-
ulation of Lebanon and then you have a lot of people in Turkey. 
If Assad continues to simply shell and bomb and destroy his coun-
try in the interest of staying in power, there are going to be more 
refugees and the crisis is going to grow. 

So a lot of countries are concerned that, they are concerned about 
the impact on the region and the destruction of the state ulti-
mately, which is one of the things we need to think about as we 
contemplate sort of what is the road ahead here. 

Here is the formula. In Geneva last year the international com-
munity, Russians included and U.S. and others, agreed to what 
was called the Geneva Communique. Under the Geneva Commu-
nique a transitional government would be established, the leaders 
of which would be granted their authority by the mutual consent 
of both parties; that means by the Syrian opposition and by the 
Assad regime. Obviously since the term ‘‘mutual consent’’ is essen-
tial and underlined in this agreement, the SOC is never going to 
agree to have Assad himself doing that, and it is supposed to be 
accompanied by the full transfer of executive authority. So the 
problem is the Russians are now saying, I think even today Foreign 
Minister Lavrov had a statement that why are you insisting Assad 
has to leave, he doesn’t have to be up front, departure, et cetera. 
But the Geneva Communique, which the Russians signed on to, 
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said transitional government by mutual consent. Now whether we 
can get people to have a discussion about how you get to that tran-
sitional government in some way is one of the things we need to 
figure out and talk about when we all get together and see if there 
isn’t some peaceful route that can be put together. 

The problem is right now Assad’s calculation is I am getting help 
from Iran, I am getting help from Hezbollah, I’ve got Russians sup-
plies coming in now, I am not going to give up anything. And the 
Syrian opposition on the other hand thinks they are making 
enough progress that they don’t necessarily want to negotiate, 
which is why Moaz Khatib ran into such a problem when he sug-
gested that they should. So you don’t have an ingredient for a nego-
tiation. Then the question is how do you get that ingredient, how 
do you get that ingredient? And a lot of people believe it is by accel-
erating Assad’s calculation that things are not quite what he 
thinks they are. Others have other ideas about how you do it. But 
the problem is this, if you just leave it to get worse and worse and 
worse, then the potential of extremists getting stronger and strong-
er and going after chemical weapons gets stronger, the enclave re-
sult of the state becomes a greater possibility and you could have 
a prolonged civil disorder. It becomes highly sectarian and unbe-
lievably destabilizing. 

So folks, this is a very twisted journey through options which 
opts from not so great to worse, and that is kind of where we are. 

Mr. CRENSHAW. Thank you. Thank you, Madam Chair. 
Ms. GRANGER. Ms. Wasserman Schultz. 
Ms. WASSERMAN SCHULTZ. Thank you, Madam Chair. Mr. Sec-

retary, welcome and congratulations, and also my thoughts are 
with the people of Boston, my husband’s family is from—all of his 
family is from there. 

Secretary KERRY. You have got a lot of friends up there. 
Ms. WASSERMAN SCHULTZ. I do. I spend a lot of time there my-

self, so we are all thinking about you. 
I am going to ask my questions in rapid succession so much of 

my 5 minutes is left for you to respond. I want to just have you 
touch on the MENA IF because one of the things you said in May 
of 2012 as a Senator was that this is something that has been per-
colating a long time on the Hill and in the administration and it 
is really a no-brainer. We are witnessing a period of historic change 
in the Middle East and it is impossible to predict what will happen 
next month let alone next year, which is why the State Department 
should have the flexibility to deal with unforeseen contingencies. 

Of course we have to balance the administration’s need for flexi-
bility with our need as a legislative body to make sure that we 
know where funds are being appropriated and how they are being 
spent. So regarding that incentive fund could you explain your vi-
sion for these programs and what we can expect from them moving 
forward?

Now, Secretary Clinton made the protection of women and girls 
and the empowerment of women and girls a priority, and just be-
cause the gender of the Secretary of State has changed doesn’t 
mean that that is not still going to be a priority I know. So on child 
marriage if you could talk about what role the State Department 
is going to play in addressing the root causes of child marriage, be-



32

cause we have seen in some countries that simply outlawing child 
marriage hasn’t really been effective. 

On human trafficking, there is a huge problem in south Florida. 
Considering that a large number of victims in the United States 
are trafficked here from other regions of the world, how are you 
partnering with other countries and international organizations to 
prevent human trafficking? 

And lastly and a little bit on cybersecurity issues, can you ad-
dress how the State Department and our broader government can 
assist in coordinating a global response to cyber enabled crimes, 
particularly the introduction of child sex tourists because that has 
become a burgeoning problem? 

And if you could also briefly give us the administration’s position 
on the outcome of the election in Venezuela. 

Ms. GRANGER. Some of those you may have to answer in writing. 
We are coming up with votes at 4:20. 

Secretary KERRY. Oh, okay. 
Ms. WASSERMAN SCHULTZ. If you could do the Venezuela ques-

tion out loud. 
Secretary KERRY. Venezuela is very troubling. We supported the 

notion that there should have been a recount. There is evidence 
of—there are certainly questions, but even when you have a race 
that is just that close, as you know, you ought to have a recount. 
And so we support the notion. And what our response will be—— 

Ms. WASSERMAN SCHULTZ. I have got a reasonable familiarity 
with close elections given where I am from. 

Secretary KERRY. What our response will be we will have to wait 
and see. 

On MENA I just say to the members of the committee, I think 
MENA goes to the heart of sort of how we are going to be engaged 
or not engaged with this awakening that is taking place. You can 
see what the French felt they had to do in Mali, and you can see 
the challenge—and they are all different. The challenge of Libya is 
not Tunisia, Tunisia is not Egypt and none of them are the same, 
but they are all huge challenges in which we ought to be engaged. 
And the reason we need to be engaged is that to some degree the 
message of extremism is moving faster in some places than the 
message of democracy and freedom and rule of law and oppor-
tunity, and so forth, and so we have to decide. I mean if you are 
going to have to pick up the battle in Yemen or in Mali or some-
where else because that is where al Qaeda has moved, we have got 
to find an alternative to SEAL teams and drones and military ex-
peditions. Now what is it going to be? This is a pretty simple 
straightforward question. Historically after World War II we 
proved what it was, we created a new world order. We put together 
the institutions around which the world was ready or most of the 
world or a lot of the world was ready to organize itself, obviously 
not everybody and so we had a Cold War. But for those who did 
organize themselves that way, look at what they have today. You 
know, you have these 11 out of 15 countries that are giving aid to 
other countries that are democracies. They have elections and 
strong economies, they are free. 

So I think we have to decide what is important to us now and 
how do we do a better job of responding to this challenge of in-
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creasing radicalism, extremism, terror, lack of choice that is crowd-
ing out what we believe in and what we have fought so hard for 
for so long in so many places. 

To me MENA is a tiny $585 million, a tiny down payment on 
what we ought to be doing. We were willing to put $100 billion a 
year into Afghanistan. I mean just put 20 billion, 10 billion into 
these initiatives in that region, not 580 million and you are going 
to make a world of difference. I think that MENA is sort of a down-
payment on a concept that we can actually help people to make a 
better set of choices and to provide alternatives of governance and 
capacity building so that those countries move in a different direc-
tion. And to me that is a worthwhile investment when you compare 
it against the loss of life and the trillion dollars we spend because 
we have to send an expeditionary force instead. 

With respect to women and girls, I look forward to proving to the 
world that a male Secretary of State can live up to the standards 
of the other gender. And, you know, when I was in Afghanistan I 
can’t tell you how exciting this event was we did, ironically with 
Anne Smedinghoff as one of the control officers who helped put it 
together. It just was unbelievably inspiring to listen to 10 women, 
Afghan women, each tell the story of how they had started, not one 
business but maybe five businesses, 10 businesses, one woman 
owned a trucking company that was engaged in the region now. 
But how difficult it was and even the threats they sometimes faced 
and the difficulties they faced in trying to stay at it. 

When we began this effort in Afghanistan there were about a 
million kids in school, they were all boys. Now there is something 
like, I think it is 7 million, somewhere in the vicinity of 7 million 
kids in school, almost half of whom are girls. It is an incredible 
transformation and we have to think about why that is important 
and how it is important. There are parts of the world where women 
are bargained, and traded, and bought and sold into slavery. And 
incidentally not just women, children in some places. So I think 
that, you know, the way it is going to change is not overnight, it 
is not going to be one policy, it is not going to be one program, but 
all of this that we are talking about in the context of our foreign 
policy helps to change it, standing up for human rights, fight for 
change in these countries, supporting democracy and people who 
want it. 

That is why I believe it is so important we don’t retreat, because 
if we do retreat we are going to abandon all of those values and 
interests and the protection of those young women and the possi-
bility for those other women to people who only see hate and nar-
rowness and want to stand still rather than move forward to the 
future. That is why we are going to stay at it. 

Ms. WASSERMAN SCHULTZ. Thank you. 
Ms. GRANGER. Mr. Dent. 
Mr. DENT. Thank you, Madam Chair. Good afternoon, Mr. Sec-

retary. Just a couple things. First I want to commend you and the 
administration for the work on the Israel-Turkey rapprochement, 
helping to reconstruct that relationship among two very good 
friends and allies to the United States. 
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Now that Israel has apologized what is the next step particularly 
on the part of Turks; where does this go from here? That is the 
first question. 

Second question, time permitting, Egypt, you mentioned during 
your opening remarks that something to the effect that we need to 
be there in their time of need if we want to help shape events and 
have influence there in the future. And I agree with that state-
ment. Does that same statement apply to Syria? I think we real-
ly—many would argue we really have not been there with the Syr-
ian opposition to the extent that we should have been early 
enough. And I am concerned that we are not going to be in a posi-
tion to help shape events in Syria to the extent that I think many 
of us would like given the al Qaeda influence that we are wit-
nessing there. 

Those are my two questions. I have another one time permitting. 
Secretary KERRY. Well, I will get right at it quickly and try to 

give you the time. 
On Israel the next step is a team will be visiting Turkey next 

week to negotiate and hopefully, I hope, complete the compensation 
component for the victims. And once the compensation component 
is completed the next step will be the exchange of ambassadors and 
the renewal of normal relations. My hope is the discussions I have 
had with Prime Minister Erdogan and Foreign Minister Davutoglu 
indicate to me that I think hopefully that can be done relatively 
quickly and then move to the normal relationship and see the ways 
in which the Turks may be able to be supportive of the peace proc-
ess.

Mr. DENT. On the question of Egypt. 
Secretary KERRY. On the question of Egypt let me emphasize to 

everybody on the committee, when I say shape events, there may 
be no guarantee. That is not always a given, but it is certainly a 
given if you are not in the game you are not in the game. But I 
don’t think anybody knows for certain what choices the current 
government in Egypt is going to make. It has been a long struggle 
to get them to move to the IMF. They have received some emer-
gency funding from Qatar and some emergency funding from Libya. 
Libya actually was a deal for the release of a prisoner, some pris-
oners. So we will have to see where they come out. And that will 
determine whether or not you go to what more you can do in fact 
to shape it. I think it is yet to be determined what choices the cur-
rent government is going to make. I can’t predict completely. 

Mr. DENT. My main question would be with respect to Syria. I 
understand what we are doing in Egypt. 

Secretary KERRY. With respect to Syria I believe that we are 
fully engaged. I have had personal conversations with the Syrian 
opposition, they came to London, they expressed gratitude for the 
things that we had done. Do they want more? The answer is yes. 
Are there those who are somewhat militant about that and feel we 
haven’t done enough? Yes. Are there some concerns that in post- 
Syria we won’t play as importantly as others conceivably? The an-
swer is yes, currently. But I do think that we have done a lot and 
more than meets the eye and I think those that I talked to were 
very grateful for the help that President Obama has made avail-
able to them. 
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Mr. DENT. Thank you. I would like to just quickly move and 
change gears and talk about the President’s intention to seek a 
way to resume U.S. financial support for UNESCO. As you know, 
in October of 2011 UNESCO granted full membership to the Pal-
estinians. Consequently the U.S. withheld its voluntary and as-
sessed contributions to UNESCO as prescribed by two separate 
U.S. laws. The 2014 budget proposal seeks to resume funding to 
UNESCO. In addition to contradicting our current laws, this re-
quest runs counter to our foreign policy objective of supporting an 
independent and sovereign Palestinian state only through direct 
negotiation between Israelis and Palestinians. 

Would this suggested change in policy weaken our position 
among Palestinians as well as other U.N. agencies while simulta-
neously rewarding them from walking away from direct negotia-
tions with Israel? 

Secretary KERRY. Actually what it represents is a belief by the 
administration, a very strong belief by the administration, that the 
current policy is very self-defeating and counter to American inter-
ests. When we are forced to pull out of a particular organization 
at the U.N., we cease to be able to defend Israel in that organiza-
tion, we cease to be able to speak for our own interests, and we ac-
tually wind up isolating ourselves because of something that people 
that we want to admonish chose to do. It is a self-defeating, you 
know, counterproductive argument. We are far better off being at 
the table, being able to fight for our friend and ally Israel, being 
able to argue for our interests than saying if you the person we 
think is the bad guy do something bad to us we are going to punish 
ourselves, we are getting out of here and we are not going to be 
part of the debate anymore. We don’t hurt anyone. They say, fine, 
they are in, they couldn’t care less. So it just doesn’t make sense 
for us and that is a reflection of our hope that we can create a de-
bate here and move us in a different direction so that we are not 
shooting ourselves in the foot. We think we can do better for Israel, 
better for ourselves by staying at the table and fighting, and actu-
ally probably leverage more effectively getting the Authority to 
come to the table in a way that we would like to and make some 
progress.

Mr. DENT. Thank you, I see my time has expired. 
Ms. GRANGER. Thank you. 
Mr. Cuellar. 
Mr. CUELLAR. Thank you, Madam Chair. And I want to follow up 

on the questions that Madam Chair had on Mexico. I live on the 
border, I get to go and visit folks up there. I just got off the phone 
with Secretario Osorio Chong, who is here in Washington as you 
know. I met with the Secretary of Defense for about an hour, 
talked to him. They give me a little different perspective, Mr. Sec-
retary, with all due respect, from what you and probably your staff 
have given. As an example you can’t—I am sure you said that jok-
ing around but Carlos Slim doesn’t fund the Mexican Government, 
he is the richest man but he doesn’t fund the Mexican Government. 
But we have a great opportunity with President Peña Nieto right 
now. He has done labor reform quickly, he has done education re-
form, the House just passed a telecommunication bill. Once they 
get that done they are going to do also tax reform, they are about 
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to go into energy reform in Mexico. So we got a President who I 
think can transform the situation. 

I agree with the Madam Chair and I also show some concern 
about the cuts that were made for Plan Mérida, and I understand 
that buying equipment is one thing, but the training of police, pros-
ecutors, judges, prison system, that takes quite a while. Let me 
give you an example. Nuevo Laredo, which is right across from the 
City of Laredo where I live, they handle about 40 percent of all the 
trade between the U.S. and Mexico, comes through my City of La-
redo and of course on the Mexican side is Nuevo Laredo. They 
haven’t had a police force for many years and they have got more 
than a quarter of a million people. They haven’t trained any pros-
ecutors, judges in that particular area. In fact if you look at it, Mr. 
Secretary, Honduras’ murder rate, which is one of the highest 
countries in the world, has about 91 per 100,000. Nuevo Laredo 
probably has somewhere between 200 or 300 murders per 100,000 
residents. So you got a lot of the cities right now that have no po-
lice because Secretary Chong told me we rather not have those po-
lice there than to pay them and then have them work against us. 

What I would ask you just like we told the former Secretary, you 
all need to have a little bit more speed and urgency in this. As you 
know, Plan Merida has taken a little time—as you know, there was 
a time about how long it took you all to—and I understand, I spoke 
to Roberta Jacobson, great lady. But there has to be a little bit 
more because I will be happy to walk with you the streets of Nuevo 
Laredo, not the streets of Laredo but the streets of Nuevo Laredo, 
and your security people will tell you not to show up there. So I 
would ask you to really take advantage of this transformation that 
Mexico is having right now to address some of these issues. 

Secretary KERRY. Tell me what you think. This is very inter-
esting and I appreciate your comments and observations on it. 
What do you think would make more difference, because some of 
this is in response to what President Pena Nieto would like to do 
differently?

Mr. CUELLAR. Right. 
Secretary KERRY. So what do you think we ought to be doing? 
Mr. CUELLAR. Well, certainly I think we need to push their train-

ing a lot faster. I mean, when there is municipalities with no train-
ing right now, I mean literally with no policemen, how can you 
have a city like Nuevo Laredo with not a single police? 

Secretary KERRY. But that is the purpose of this, is to do the 
training.

Mr. CUELLAR. Yes, but how long will it take for us to get it done? 
Secretary KERRY. I would assume they will try to do it as rapidly 

as they can turn out qualified people to do the job. I mean I will 
check on the time frames. But that was the whole purpose was to 
try to train people because we all know there have been problems 
with corruption and internal issues, and so you really got to do a 
careful job of recruiting and vetting and training. 

Mr. CUELLAR. Right, and I understand all that. And then finally, 
my time is about up, but I would ask you also to talk to the Sec-
retary of Defense as President Obama heads over to Mexico May 
2nd and May 3rd, is he wants to put an emphasis on the southern 
border of Mexico. And he has ideas and I don’t want to go into dis-
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cussions, but I would ask you to spend time with him and spend 
time with Osorio Chong because they have some ideas on how they 
can speed up some of these things that need to be done. 

Secretary KERRY. Okay. 
Mr. CUELLAR. The more work that is done in the southern border 

of Mexico, the better for us in the southern border of the United 
States. Mr. Secretary, I appreciate everything and I am very happy 
that you are here. 

Secretary KERRY. But let me just say to you that happenstance 
I am meeting with Foreign Minister Meade on Friday. So I will 
meet with the Foreign Minister and I will raise these issues and 
we will go at it. 

Mr. CUELLAR. Thank you so much for your time. 
Ms. GRANGER. Thank you. 
Mr. Diaz-Balart. 
Mr. DIAZ-BALART. Thank you, Madam Chairman. Mr. Secretary, 

how are you, sir? 
Secretary KERRY. How are you? 
Mr. DIAZ-BALART. My colleague from Florida brought up the 

issue of Venezuelan elections and I want to see if I can hone in a 
little bit more on that. You were quoted as saying that—you said 
it here but you were also quoted saying that obviously there were 
huge irregularities. 

Secretary KERRY. I said there is some, I don’t know if they are 
huge. I have a folder that was given and some people have sug-
gested there are irregularities. 

Mr. DIAZ-BALART. Okay. Mr. Secretary, this is a quote from the 
press and it quotes you, it may be wrong. It says, quote, from you, 
Obviously there are huge irregularities. We are going to have seri-
ous questions about the viability of that government, Secretary 
Kerry added. That may not be accurate, but that is what the press 
quoted you as saying. 

But this is the question. There are obviously irregularities. Will 
the U.S. Government accept the results of those elections, the re-
sults that the government is giving, without a recount or if not or 
if you are requiring a recount, what steps can we take to ensure 
that the recount is as transparent as possible? 

Secretary KERRY. What I said earlier today, I will repeat now, is 
I didn’t say this, but it is an important component of this. The 
President of the United States will make the decision of what we 
will do. And we need to get more information and know exactly 
what the options and possibilities are so I can make whatever best 
recommendation I can to him. But ultimately it will be his decision 
as to what he chooses to do in terms of recognition. I can’t tell you 
that today. I also can’t tell you that until I know what the sort of— 
with the C&E that made the decision that they were not going to 
have the recount and move forward, what are the legalities, I don’t 
know as I sit here today. 

Mr. DIAZ-BALART. All right. Obviously I am assuming you don’t 
have a timeline for that either. 

Secretary KERRY. I beg your pardon? 
Mr. DIAZ-BALART. I am assuming you don’t have a timeline for 

when that decision will be. 
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Secretary KERRY. Well, apparently there is now an inauguration 
slated for Friday I understand. So I have been here testifying all 
day. I am not sure what has transpired in the course of the day, 
but when I get back to the Department I will find out where we 
are. And obviously be in touch with the White House and see what 
their inclination is. 

Mr. DIAZ-BALART. Again I think clearly what is evident is that 
there are irregularities and that we all know the conditions before 
the elections even and we don’t have to go in there. 

Oswaldo Paya, a very well known pro-democracy activist in 
Cuba, won the Sakharov Prize in Europe. His death has led to 
many questions about the circumstances of his death and others, 
by the way, other pro-democracy leaders in Cuba. His daughter is 
asking for an independent international investigation into his 
death. Is that something that the United States would support, 
that you would support, and if so, what steps can we take to make 
sure that his death is not just swept under the rug? 

Secretary KERRY. Well, no human rights violation should be 
swept under the rug anywhere and certainly not in Cuba. We have, 
as you know, a number of issues. Human Rights Watch has listed 
a long set of grievances about Cuban detentions, Cuban 
imprisonments, Cuban torture, Cuban engagement in political pris-
oners, bad prison conditions, a lot of dissident detainees, and other 
things that take place. They have a very rigorous policing system 
that engages in activities that we would all—not we would, that we 
do condemn and have condemned. So this will be one more compo-
nent, together with Alan Gross and other things that we are press-
ing the Cubans to act in a humanitarian way and be responsible. 
And we will continue to do that. 

Mr. DIAZ-BALART. Secretary, moving on to my next question, but 
I would urge to you look at again demanding an investigation, an 
international investigation into what many believe is the murder 
of this human rights activist, so I would urge to you do that. 

Lastly, I know I don’t have a lot of time but whether it is the 
Liberty and Democracy Solidarity Act, whether it is President 
Obama’s August 2011 presidential proclamation, which is Procla-
mation 8697, whether it is other presidential proclamations like 
5377, which states that individuals who are considered by the Sec-
retary of State or his designee to be officers or employees of the 
government of Cuba or the Communism Party should not be grant-
ed visas to come to the United States. And I have a list here of 
folks, whether it is, for example, a trigger man, a very well known 
trigger man, whether it is the Foreign Minister, has been publicly 
defending the incarceration of Alan Gross, whether it is one of Cas-
tro’s secret police, who is known frankly as a strong repressor and 
oppressor of the people, whether it is the Deputy Administrator of 
Public Health, whether it is the Colonel, a colonel from the Interior 
who is known as a torturer of political prisoners and also the pro-
vincial head of the prisons, whether it is even a member who is 
now a member of the regime but is also even Raul Castro’s daugh-
ter, have been given visas to come to the United States. It would 
seem to be in contradiction of U.S. law, of presidential dictates. 

So I am not asking for an answer right now but I would respect-
fully ask, and I will get you this list and others, are we serious 
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about not allowing thugs, known thugs from this regime to come 
into the United States. If so, then obviously we need to be more 
serious because there is a huge gap, and so I will get you that list 
and others. 

I see my time has run out. I appreciate the opportunity to do 
that.

Secretary KERRY. I appreciate that. Honestly let me evaluate it 
and take a look at the list and see what the timing was, and so 
forth. We will take a look at it. 

Mr. DIAZ-BALART. Thank you, thank you very much. 
Ms. GRANGER. Mr. Yoder. 
Mr. YODER. Thank you, Madam Chair. Mr. Secretary, thank you 

for joining us today. Congratulations on your appointment and cer-
tainly we all join you in your efforts to create world stability and 
protect the national security of our great Nation. 

I would like to return to the North Korea conversation that has 
been brought up a couple times in today’s hearing. Obviously that 
is a situation that I know you are very concerned about, it is one 
that has created worldwide concern. There are threats being made 
against the United States, against our allies, and there are efforts 
being made to determine the credibility of those. Certainly your 
Department and the country is taking this very seriously and we 
appreciate that. 

I noted your recent trip to Asia and the deployment of missile de-
fense related to protecting I think, in your words, Guam, Hawaii, 
U.S. allies, both ship and land based, and I also notice recent com-
ments you made regarding removing missile defense. I think the 
Boston Globe’s headline was Kerry Offers Missile Defense Conces-
sion. In light of our reneging on some previous administration 
promises regarding missile defense in Europe, I would like to get 
your opinion on missile defense in general. Is missile defense an 
important strategic initiative particularly in this region? And is it 
important for national security for the United States and our al-
lies? And why do you believe that concessions to China regarding 
missile defense to be an effective foreign policy tool? And are these 
concessions in the best interest of the United States? 

Secretary KERRY. Well, let me dispel this interpretation before it 
gains any head of steam whatsoever which I don’t want to do. I 
didn’t offer any concession, I didn’t offer any deal, I didn’t offer any 
notional concept except that publicly I did say, which is accurate, 
that if North Korea denuclearized clearly your emergency deploy-
ment to Guam and your emergency deployment to Japan cease to 
have a rationale. Now I am a supporter of missile defense, I sup-
ported missile defense when I was in the Congress. I supported ra-
tional missile defense. I didn’t support the grand concept of the 
1980s with this overall shield, but I have always supported devel-
opment and deployment of an appropriate defensive capacity where 
there is a threat and where we have the ability to be able to prop-
erly address it. Now we have seen what we have committed 
through phase 3 in Europe and the only reason phase 4 has been 
altered is because of the technology issues that existed, but we 
think, the military thinks and the scientists believe they can do a 
better job of developing that than they were going to on phase 4. 
Everybody has sort of looked at that and agreed. 



40

I believe in the rational deployment, but in this day and age 
folks when we are looking at the budget and thinking about all of 
the things we want and have to do, if you don’t have a threat, you 
don’t have a need to deploy. And our first objective obviously of our 
policy is the denuclearization of the north. So nothing is on the 
table, there is no offer, there is no concession, there is simply a 
statement of fact that if you were at X deployment the day before 
Kim Jong-Un began all his stuff and you thought that X deploy-
ment was sufficient to protect America, and then he starts to de-
ploy a whole bunch of stuff and you say whoops, we have Guam 
and Hawaii and deploy and then that threat goes away, I assume 
rational people would say you could get back to X. There is no 
grand scheme here or anything. But the bottom line is with respect 
to North Korea our policy is denuclearization. So the Russian pol-
icy, the Japanese policy, the Republic of Korea’s policy and China’s 
policy, there is one player in there who has the most ability to 
make something happen with respect to something we have been 
working on for 20 years that hasn’t happened and that is China. 
And I think it is pretty certain that Kim Jong-Un is sitting there 
calculating up until now that unless China cracks down on him he 
is free to play the game, and that is the way it has worked up until 
now. I think China is changing its calculation and that is yet to 
be proven in the days ahead. But if China will join us as a partner 
here I think we can address everybody’s interest of stability in the 
region and the long-term health and welfare of the Korean Penin-
sula as well as the other interests we have in the region. That is 
all I am saying. 

Mr. YODER. Do you think that China will be enticed to assist us 
if the offer of removing missile defense is part of our conversation? 

Secretary KERRY. I don’t think China, frankly with all due re-
spect, I don’t think China reacts to ‘‘enticements.’’ I think China 
acts in its interest as most nations do. And I think that China will 
determine what is in its interests. I do think it is in China’s inter-
est to have stability on the Peninsula and, you know, we will have 
to see whether or not—I think it is also in their interest not to see 
the United States go to war with North Korea and have a war on 
their doorstep. So I think there are rational reasons why the Chi-
nese might choose here to help us conceivably bring North Korea 
into a very different posture. 

Mr. YODER. Thank you, Mr. Secretary. Thank you, Madam Chair. 
Ms. GRANGER. Secretary Kerry, thank you for being here. You 

have been here nearly 21⁄2 hours. We appreciate that, and we ap-
preciate your detailed and very clear responses to our questions. 
This concludes today’s hearing. Members may submit any addi-
tional questions for the record. The Subcommittee on State, For-
eign Operations, and Related Programs stands adjourned. 
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WEDNESDAY, APRIL 24, 2013. 

UNITED STATES AGENCY FOR INTERNATIONAL 
DEVELOPMENT

WITNESS

DR. RAJIV SHAH, ADMINISTRATOR, UNITED STATES AGENCY FOR 
INTERNATIONAL DEVELOPMENT 

OPENING STATEMENT BY CHAIRWOMAN GRANGER

Ms. GRANGER. The Subcommittee on State, Foreign Operations, 
and Related Programs will come to order. 

I would like to welcome the Administrator of the USAID, Agency 
for International Development. Dr. Shah, it is good to have you 
here. I understand it is your second hearing of the day. It is our 
third hearing of the day, so we will all try to be patient. Thank you 
for appearing here, bringing your budget for USAID for fiscal year 
2014.

Unfortunately, the subcommittee has not yet received the admin-
istration’s detailed budget document, so we don’t have a lot of in-
formation to make funding decisions. There are several topics I 
would like for you to discuss today. 

First, I will start with some concerns I have about the procure-
ment policies that are part of USAID forward. I continue to think 
that these changes are being pushed too fast before many local or-
ganizations and countries have the capacity to properly manage the 
funds.

I am also concerned about how often U.S. organizations are being 
excluded from competing for funds. If local organizations and gov-
ernments are qualified to compete for U.S. dollars they should, but 
I question why they should get such special treatment. 

Next, I want to discuss Afghanistan, where USAID already faces 
enormous challenges as you implement the Agency’s largest devel-
opment program in the world in a very difficult security environ-
ment. And now as U.S. troops continue to withdraw from Afghani-
stan, your fiscal year 2014 request includes another $1.6 billion of 
assistance. The proper oversight of existing programs is critical, 
and before any new funds are appropriated, the subcommittee must 
know that funds will be monitored and that USAID employees and 
contractors will be safe as Afghan forces take the lead for security 
in that country. 

I am particularly concerned about direct assistance to the gov-
ernment of Afghanistan when it is still not clear they are com-
mitted to addressing corruption and budget transparency. USAID 
is required by law to assess government ministries before funds are 
provided directly to them, but that is not enough, and weaknesses 
that are uncovered must be corrected. USAID should not just send 
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an adviser into a ministry to work on the problems while the funds 
continue to flow. 

Next, I want to raise an issue that came up earlier this year. 
USAID just started a program to guarantee funding pledges for 
other donors. That is a very unusual use of foreign assistance, and 
we need to know if the administration plans to continue these 
funding guarantees in the future. We are having a difficult time 
living up to our own commitments at home and around the world, 
and it is risky to start guaranteeing what other donors have prom-
ised. I hope you can explain it more fully. 

Now I would like to return to the administration’s request for 
what you are calling food aid reform. I know this is very important 
to you, and the subcommittee will listen and consider carefully this 
proposal. It is possible there could be unintended consequences 
should the idea go forward. For example, if you look at funding lev-
els over the last several years, this subcommittee’s allocation has 
come in below the request. It could be very difficult to incorporate 
such a significant shift of funds within a lower allocation without 
jeopardizing other important programs. 

Dr. Shah, these are just a few of the issues I hope we will get 
discussed today. And I will now turn to my ranking member, Mrs. 
Lowey, for her opening remarks. 

OPENING STATEMENT BY MRS. LOWEY

Mrs. LOWEY. Welcome. I join Chairwoman Granger in welcoming 
you today, and I thank you for your leadership and hard work in 
restoring the capacity of our development assistance and improving 
the lives of those most vulnerable in the world. The strength of 
USAID has been and continues to be its people, and that begins at 
the top. You and the staff at USAID have a positive, long-term im-
pact in developing countries. Working to reduce the enormous suf-
fering across the globe is a bipartisan goal, one that is rooted in 
the fundamental generosity of the American people and the over-
riding national security needs of the United States. 

I was extremely pleased to hear the President’s commitment in 
the State of the Union this year to the goal of eradicating extreme 
poverty in the next 2 decades. There is no way to achieve this with-
out a strong and effective USAID. 

While the President’s budget request balances many competing 
priorities, it acknowledges USAID’s efforts to modernize both its 
operations and programs. Substantial funding levels for inter-
national education, economic opportunity and healthy populations 
promote stability, peace and economic growth. 

While I am pleased with increases for maternal and child health 
and family planning, I am extremely disappointed with the Admin-
istration’s shortsighted, unacceptably low request for basic edu-
cation. Without basic literacy skills, it is impossible for a society to 
achieve food security, build democratic institutions, or sustain 
health outcomes. Without adequate communication and job skills, 
vulnerable populations have limited opportunities to lift themselves 
out of poverty and are more susceptible to terrorist recruitment. I 
have worked for a decade now to increase funding for education be-
cause it directly impacts the success and sustainability of every de-
velopment priority from improvements in agricultural production to 
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decreased maternal and child mortality. I hope you will explain 
why this year’s request would so drastically underfund basic edu-
cation.

We also look forward to hearing from you about the trans-
formation of the food aid program, which is a step in the right di-
rection to make food aid more efficient and effective. It is critical 
to get the best value possible for our investments, including reliev-
ing hunger. However, we may be faced with a constrained 302(b) 
allocation and therefore must ensure this proposal does not nega-
tively impact existing humanitarian response or important develop-
ment investments in education, women, water and other areas. 

I will quickly mention a few other issues I hope you will discuss 
in your testimony today. 

First, the pace of reconstruction in Haiti has been too slow, and 
I would appreciate an update. Second, USAID must continue to 
focus on the status of women globally, especially in Afghanistan, as 
we draw down from there. I hope we also are focusing on the epi-
demic of gender-based violence worldwide but especially in the 
Middle East and North Africa. 

I am pleased with the funding level requested for family plan-
ning programs, but I am concerned that we will again see attacks 
on these lifesaving efforts. I would like you to address the impact 
of cuts to our bilateral assistance and the imposition of divisive 
policies like the global gag rule as well as the importance of our 
relationship with UNFPA. 

Finally, we know from the experience of staffing cuts in the 
1990s that a hollowed out force inhibits our effectiveness and de-
pletes morale. Inadequate staffing levels increase the potential for 
waste, fraud and abuse. What is your management team’s strategy 
to remain robust and efficient in this difficult fiscal climate? 

Thank you again for your service and that of your outstanding 
agency, and your tireless efforts on behalf of our Nation. I look for-
ward to hearing your testimony. 

Ms. GRANGER. Thank you, Mrs. Lowey. 
I would like to add my concerns to Mrs. Lowey’s concerns about 

education, and she has worked on it for decades and understands 
how important it is. Wherever we are going with help to other 
countries it will certainly have to include education. 

Dr. Shah, your full written statement will be placed in the 
record. Please feel free to summarize your statement. We will have 
a hard ending here at 3:30 because of other meetings that we have. 
They will call votes sometime between 2:15 and 2:30. What we will 
do, if that happens, I will ask the subcommittee to hurry back as 
quickly as possible so we can get to that vote depending on wheth-
er votes actually happen. 

And if you will pay close attention to the time limit, everybody 
will get to speak. 

Dr. Shah. 

OPENING STATEMENT BY DR. SHAH

Dr. SHAH. Thank you. Thank you, Chairwoman Granger, and 
thank you, Ranking Member Lowey. I am personally very appre-
ciative for your support, your commitment to these issues, your 
leadership and your willingness to take time to offer both counsel 
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and serious oversight to help us get better at deploying our devel-
opment mission around the world, so I am very grateful for the op-
portunity to be here and be with the committee and want to thank 
you personally. 

This is an important moment for development. Drawing down 
from a decade of war requires rethinking how America projects 
power and values around the world. And we believe development 
will continue to be elevated as part of our national security and for-
eign policy engagements across the globe. 

I recall just about a year and a half ago having the opportunity 
to visit Somalia in the midst of a famine and in that context I met 
children who were on the verge of starvation and mothers who had 
been through extraordinary challenges. It was American support in 
any number of forms which was keeping them safe and allowing 
them to survive. Just a few months ago, I had a chance to be back 
in Somalia this time not at a refugee camp on the border but actu-
ally in Mogadishu. And I saw the other side of what can happen 
when we work to build hope and opportunity. They had turned on 
600 streetlights for the first time in Mogadishu and had a peaceful 
evening celebration for the first time in two decades. 

We are working in more than 400 communities to help displaced 
persons go back to their homes, receive some seed, fertilizer, and 
farm implements and rebuild their own livelihoods so they don’t re-
main in a cycle of dependency. And while there is so much more 
to do in that setting, it does give me hope that the new model of 
development we have tried to pursue with a focus on self-suffi-
ciency, dignity, and partnership has been one that is achieving re-
sults.

Very briefly, our Feed the Future Program is a model of this en-
gagement. We cut our agricultural programs in 23 countries to 
focus on 19 where we think we can deliver the best results, and 
we now know that our efforts have contributed to a 5.6 percent 
annualized poverty reduction rate in those countries. We reached 
more than 7 million farm households, motivated $31⁄2 billion of pri-
vate-sector investment to accelerate and complement our public in-
vestments, and led to real policy reforms, including efforts to fight 
corruption in these settings. 

Similarly, our partnership to end preventable child death around 
the world is working. Again, we had to cut programs in 22 coun-
tries to focus on those 24 that account for the largest burden of dis-
ease. And, again, we rely on large-scale partnerships with everyone 
from vaccine manufacturers to zinc miners to help make sure that 
we get the products and technologies to children in order to save 
their lives. 

We hope to expand and bring this partnership model to edu-
cation, water and sanitation and in any number of areas that we 
agree are critical to expressing our values in the most effective re-
sults-oriented way. 

Underpinning these efforts is the USAID Forward reform ap-
proach. It is an approach that focuses on a new form of partnership 
and engagement, on a prioritization of innovation, science and tech-
nology, and on a commitment to measure and report transparently 
on results. 
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Today, you can download an application on your iPad that will 
show you 186 independently conducted project evaluations unadul-
terated by us so we can all learn together from what works and 
what doesn’t. Because of your support, we have been able to re-
build our staff, hiring 1,100 foreign service and civil service officers 
over the last several years and that has been necessary to do im-
proved monitoring, evaluation and oversight of contracts and pro-
grams to save American taxpayer program resources over time. 

We have made our work transparent by joining the International 
Aid Transparency Initiative and we have prioritized local solutions 
that can, at times, cost less and allow for more sustainability in 
how those programs are implemented. 

As part of this year’s budget, the President has proposed an im-
portant reform to our Food Aid Program. This reform is designed 
to reach 4 million additional children with basic core nutrition dur-
ing times of extreme need without asking for additional funds. 

This reform allows us to expand the flexibility with which we can 
meet needs in a changing world. Today, whether in opposition-con-
trolled Syria or parts of Yemen or Somalia, traditional forms of hu-
manitarian assistance are less effective and more flexible modern 
approaches are often required where there are real security threats 
for our humanitarian workers. The reform promotes efficiency and 
incorporates new science as the underpinning of how to deliver re-
sults-oriented aid and assistance. And the reform maintains and, 
in fact, renews the longstanding partnership with American agri-
culture, allowing for the majority of products and commodities to 
continue to be bought here in the United States and shipped on 
U.S.-flagged vessels but in an updated and modern way that bene-
fits from what we know about how to most effectively improve lives 
for children and women. 

I would like to take this moment to thank our staff and to thank 
you for your special concerns about our staff. This past year we lost 
one of our own, Ragaei Abdelfattah, in Afghanistan. It was the 
toughest moment for most of us here in Washington and around 
the world to have to go through. And we recognize that his family 
has made a sacrifice, an ultimate sacrifice, because this young man 
cared a lot about the people he worked with in a community in Af-
ghanistan.

At a time when cuts across our government have required real 
efficiencies to be sought and expressed in this budget, our fiscal 
year 2014 request is 6 percent lower than our fiscal year 2012 en-
acted level. But we still believe that by doing things differently, by 
demanding more of others and by partnering for results, we can 
still have big aspirations, and those aspirations were reflected in 
the President’s State of the Union Address where he, like other 
Presidents before him, called for us to achieve big things, to end 
extreme poverty in 2 decades, to end preventable child death in 
that same timeframe, to usher in an AIDS-free generation, to sup-
port transitions in the Middle East and Afghanistan, improve trade 
and economic ties with Africa and other parts of the world. 

So I am very excited to have this opportunity to be with you and 
eager to get into the topics that you have laid out. Thank you. 

[The statement of Dr. Shah follows:] 
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Ms. GRANGER. Thank you, Dr. Shah. 
This administration is focused on increasing the amount of as-

sistance directly to governments and local organizations. As you 
know, I have been concerned about this policy since it began. First 
I want to focus on the policy of limiting competitions to local orga-
nizations. How can USAID justify actively excluding U.S. busi-
nesses, non-government organizations and universities from com-
peting for U.S. foreign assistance? How many times have U.S. orga-
nizations been excluded during the last fiscal year? 

Dr. SHAH. Thank you, Chairwoman Granger. As we have dis-
cussed in the past, and I appreciate your comment, the reason we 
prioritize local solutions is in search of lower costs, better results 
and more sustainability of our efforts. Nearly every one of our peer 
organizations around the world funds probably 60 to 80 percent of 
their resources through local organizations. 

When I started at USAID, the amount that we provided in that 
context was 9 percent, and we were routinely critiqued for being 
seen as not absorbing the lessons, evidence base and practices of 
the past few decades in how we actually did our work. That said, 
the aspiration we have set is a modest one and as you point out, 
is gradual and takes place over the course of 5 fiscal years. In that 
context, we have released a USAID Forward progress report that 
showed that we have moved, in the last few years, from 9 to ap-
proximately 14 percent through local partners and local solutions. 
In some cases like in Senegal that allows us to get more kids in 
school and construct more schools with the same budget, and that 
ultimately is the goal. 

In terms of your specific question with respect to noncompetitive 
awards to local organizations, the data indicates that this is an ex-
traordinarily small percentage of our total actions. Of 14,000 con-
tract actions, fewer than 0.5 percent were noncompetitive in any 
context. Of those noncompetitive actions, 24 went to United States 
partners and 15 went to local ones. When you add up the totals 
that they receive, the U.S. organizations far, far, exceeded the total 
going to local because the local investments are relatively small 
compared to the big American contracts. 

Similarly, when you look at our assistance levels, we do about 
5,000 assistance awards, grants, through the course of a year. In 
that context, 2.3 percent of those were noncompetitively awarded, 
and of those, 84 went to U.S. organizations and 34 went to local 
ones.

So, in general, and over the larger scheme of things, the vast ma-
jority of both our resources and our processes that offer contract 
and grant awards are not only open to but preferentially go to do-
mestic partners at a far higher rate than any one of our peer orga-
nizations anywhere around the world. 

Ms. GRANGER. As you know, this subcommittee and all the sub-
committees’ oversight is extremely important. In fiscal year 2012 
the appropriations bill included new requirements on direct assist-
ance and requires that any ministry receiving funds must be as-
sessed and be qualified to manage the money. We know that 
USAID conducts these risk assessments, but we don’t know what 
comes next. In Afghanistan, for example, more than 50 percent of 
the assistance is being provided directly to the government. I was 
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surprised to hear that during a recent hearing before the House 
Government Reform and Oversight Committee the Special Inspec-
tor General for Afghanistan reconstruction testified that adminis-
tration officials instructed him not to provide assessment of the Af-
ghan ministries to the Congress. 

Even if these assessments contain sensitive information, they 
were paid for with U.S. funds. Will you provide these assessments 
directly to the subcommittee so that we can review them? 

Dr. SHAH. Those assessments are available to the subcommittee, 
yes.

Ms. GRANGER. They have been provided? Were you aware of that 
information?

Dr. SHAH. We have two processes in place. I want to go back and 
speak to the assessments more broadly and then speak to the 
availability. We have conducted assessments in 33 countries 
around the world, across a broad range of ministries and organiza-
tions. In some cases, we choose not to go forward, in some cases 
we put in place, as you mentioned in your opening remarks, some 
very specific risk mitigation activities before we go forward with di-
rect awards. 

In Afghanistan, the great majority of our direct assistance to the 
Afghan Government is actually not technically direct assistance to 
the Afghan Government. It goes to a fund called the Afghan Recon-
struction Trust Fund. That trust fund is run by the World Bank. 
It is then operated in partnership with the Ministry of Finance, 
and it has an extraordinary amount of transparency and focus and 
supports programs that have been seen as very effective, such as 
the National Solidarity Program, which reaches more than 30,000 
communities in that country. That has been the primary vehicle for 
the great majority of our direct assistance. 

Where we do direct assistance in Afghanistan outside of ARTF 
we take extraordinary precautions. In addition to an assessment, 
we only provide resources for a very small number of small scale 
programs like the recent effort to print and distribute textbooks. 
Even in that context, we only actually provide resources after they 
have printed, distributed the textbooks, and even then after we 
have sent an independent monitor to make sure that those text-
books are in schools being used. And then we verify that with the 
geospatial system that it is tracking our programs and activities. 

So that cost reimbursement basis for small scale, direct assist-
ance programs has been very robust to ensure we can track where 
the resources go and what they do, and the larger scale awards go 
to the Afghan Reconstruction Trust Fund. 

All that said, with respect to the assessments, we have entered 
into an agreement to make them available with the House Over-
sight and Government Reform Committee (HOGR) HOGR in this 
case and I assume this would be something we could do with this 
committee where the documents have been available, staff are able 
to come to us and see the unredacted versions. We are also willing 
to bring them up here to show unredacted versions. In some cases 
there are very sensitive diplomatic names and other things in the 
documents and the State Department is handling the interface on 
availability there, but they are going through a redaction process 
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on some specific diplomatically sensitive data and I will try to 
make those documents available. 

Ms. GRANGER. I just want you to always remember that it is our 
responsibility to do oversight, and communication as you are doing 
these programs is vitally important, and I have seen less of that, 
significantly less of that. 

Let me ask about one other thing. I know you are going to talk 
about food and PEPFAR in your proposal and so I am going to 
leave the questions about that to other members. But I have a 
question that, the reforms on the food aid system have been consid-
ered for years, and most recently in negotiations with reauthoriza-
tion of the Farm Bill. Why did this administration decide this year 
to change the system and put it through the association process 
rather than working with the authorizing committees? 

Dr. SHAH. Well, the rationale for putting forward this reform pro-
posal now is that as a result of your support over the last several 
years we have developed experience with the local and regional 
procurement window of the IDA account, the International Disaster 
Assistance account. We have seen through that effort that signifi-
cant efficiencies can be had in how we implement the program. 
And perhaps even more important, we have seen that in our most 
critical emergencies, including the famine in Somalia and the cur-
rent crisis in opposition-controlled parts of Syria, the flexibility to 
operate differently allows us to reach people in environments that 
are much more challenging from a security perspective. And as we 
look at the number of disasters we face that have security threats 
related to them, they are going up significantly. 

In this year because Syria and the region are consuming all of 
the flexibility that exists through the LRP IDA program we are ba-
sically in other countries in a position of having to revert programs 
from LRP support back to Title II support, and because of the rules 
and restrictions in how Title II is provided, that actually means the 
programs get reduced in scale quite significantly and we are in the 
position of having to remove people from support. 

So we felt in a context where everyone across the government is 
making tough, efficiency-oriented choices and experiencing signifi-
cant sacrifice that this was an appropriate time to put—— 

Ms. GRANGER. It is not the time. My question was why you are 
looking at this and going through the appropriations process and 
members on appropriations committees instead of the authorizing 
committee. That was my question. 

Dr. SHAH. Well, we are eager to also work with our authorizing 
committees certainly to put this together. I would note that we 
have some concerns with the articulation and the rules and restric-
tions that are being designed around this program in certain au-
thorizing committees in its current form and believe that the cur-
rent way that is structured would take us backward instead of for-
ward, and I could go into that in detail in perhaps a different set-
ting.

Ms. GRANGER. All right. Mrs. Lowey. 
Mrs. LOWEY. Thank you. As you know, Dr. Shah, I have a long-

standing commitment to basic education, and I mentioned in my 
opening statement my dismay that this Administration continues 
to deprioritize education. 
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And I thank you, Madam Chair, for your support in this impor-
tant area. 

Last year, we discussed the disappointing fiscal year 2013 re-
quest, and yet at $501 million, the fiscal year 2014 request is 
worse.

We need to be doing more, not less, to offer a quality basic edu-
cation to the world’s children. When we know how to get results 
and how important basic education is to our success in every other 
important U.S. priority, why aren’t we investing more resources in 
this sector? How can we succeed in democracy promotion, maternal 
health or economic growth if children are growing up with no basic 
literacy and math skills? And if there is demonstrated need and we 
are having difficulty programming basic education funding bilat-
erally, why not put more money through channels such as the 
Global Partnership for Education? 

So if you can share the progress on updating USAID’s core devel-
opment principles to include basic education and respond to my 
other questions, I would be appreciative. 

Dr. SHAH. Thank you. Thank you, Congresswoman Lowey. I am 
personally very grateful for your longstanding leadership on this 
issue. Your efforts have resulted in the fact that the United States 
has been and continues to be the world’s largest supporter of get-
ting young kids in school in nearly every part of the world. And 
without that personal effort, we wouldn’t be there as a country and 
I am very grateful for that. 

I would note and just reiterate that I believe, as you do, that 
education is critical, cost effective, and that there is a mountain of 
evidence to support its relevance to our overall objectives and prior-
ities.

We have this year elevated education as a core development ob-
jective for the Agency. As part of a series of events and activities 
last week we put out a document highlighting that change in sta-
tus and delineating both the specific results of our current edu-
cation investments and our aspirations through our strategic goals 
in that area going forward. They include, as you are aware, improv-
ing learning outcomes for a large number of students, improving 
workforce training, and getting 15 million additional kids in school. 

We have tried over the last year to implement new partnerships 
that expand our capacity of impact in this space. Our All Children 
Reading Challenge Grant Program reached more than 450 respond-
ents, resulted in 32 awards, more than half of which came from the 
developing world, and most of which were from partners that don’t 
usually work with USAID. 

Our new partnership with the Global Business Coalition on Edu-
cation is expanding our ability to work with corporate leaders who 
are committed to this goal. And just last week, we announced 
Room to Learn, a new initiative that partners with the Education 
First efforts of former Prime Minister Gordon Brown and the 
United Nations and brings together our funding in a more lever-
aged way in a certain set of countries. 

That said, with respect to budget, we recognize that the budget 
is not where we would want it to be, not where you have asked us 
to consider it. And we know that we face real challenges across the 
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full extent of this budget and in the context specifically of certain 
front line states. 

That said, the current request was designed prior to the Room 
to Learn effort, and I believe we will be able to and do intend to 
do more than is reflected in that request. In fact, the way the re-
quest is designed and reflected doesn’t include some of our science 
and technology efforts or other investments that touch on basic 
education that I believe should count against our overall commit-
ments. But nevertheless, I understand your perspective and don’t 
fully disagree. 

Mrs. LOWEY. Well, I know the Chair and I will continue to work 
with you because this is an important priority. 

I wanted to say a few words about Haiti and I know there are 
others here who might join me. There is great congressional inter-
est in Haiti as well as significant dissatisfaction on the pace of re-
construction. In last week’s hearing with the Secretary of State, my 
friend Ms. Lee noted that only 50 percent of the funds made avail-
able for Haiti reconstruction throughout fiscal year 2012 have been 
disbursed. Despite the high level of attention, it is difficult to see 
significant progress and we just have to move faster. I appreciate 
the effort to involve the Haitian Government and follow their lead 
in the reconstruction efforts. 

A couple of questions following up on that. Has the government 
taken a leadership role in your judgment? There was another 
string of resignations last week, including the finance minister, and 
parliamentary elections are long overdue. How are governance 
changes affecting the development progress? 

Education should be central to reconstruction efforts. What 
progress has been made in setting up communities of learning in 
Haiti to better integrate learning with other health and develop-
ment objectives? Do you believe there has been sufficient account-
ability for the relief and reconstruction funds being used in Haiti? 

I understand that USAID hasn’t had a Mission Director in Port- 
au-Prince for over a year. Why not? 

If you can answer those questions I would be appreciative. And 
I just want to say one thing about the communities of learning, be-
cause we have talked about this for a long time, and there has 
been great concern about everyone coming back to Port-au-Prince. 
This seems to me an incredible opportunity to move people further 
out from Port-au-Prince, have your school, have job opportunities, 
have health opportunities, and I would love to know if there is any 
progress there. I really haven’t seen much. 

Thank you. 
Dr. SHAH. Thank you and thank you for your leadership and ad-

vocacy on Haiti overall. 
As you know, there has been significant progress but also very 

real challenges and the recent spate of resignations and some of 
the comments that those folks made as they moved on only raised 
concerns about the effectiveness of governance in overseeing this 
overall process. 

That said, we really do believe there has been real progress that 
is the basis for further development. First, most rubble has been 
removed, housing has been created and most people are out of a 
situation of being displaced. Those that are remaining of the 1.7 



278

million displaced, maybe 200,000 by recent estimates, are people 
who were without housing to begin with and are not going to leave 
the settlements in the same way that other displaced people did. 

Second, in terms of Haitian leadership, the recent resignations 
are very troublesome. But we also know that if the Haitian Govern-
ment doesn’t take ownership and leadership for this effort it will 
fail again. It has failed a number of times in the past decade. So 
we have to do things through Haitian leadership, and we have been 
very impressed with and partnered very closely with the Prime 
Minister, who has worked hard to bring both transparency and pri-
vate investment alongside a real coordination of development in-
vestments to this effort and will continue to do that at a major 
international donor coordination effort in the coming weeks. And as 
you have pointed out in the past, that itself is very, very critical 
and important. 

With respect to achievements in that context, we know that some 
sectors have been very successful and others are taking more time. 
Agriculture has been a very positive story with 14,000 farmers im-
proving their practices, rice yields up 60 percent, bean yields near-
ly doubling, corn yields more than tripling. That kind of progress 
is very, very unique in Haiti’s recent history and drives economic 
development for a sector that still accounts for the majority of total 
Haitian employment. So we think that is very important. The jobs 
that have been created around the Caracol Industrial Park remain 
a signature effort where private investment is coming together to 
create up to 20,000 jobs. And we are seeing in that context new 
power supply now available on a 24/7 basis. There are linked, 
planned infrastructure investments for both road and port, and a 
number of other activities that are forming around that housing 
and industrial complex, including communities of learning. 

So we believe that is important and is on the path to success. 
There are significant unspent balances on this account but I real-

ly do believe that it is better to do this in a gradual and planned 
and consistent way than to push all the money out the door and 
not be able to account for it. 

Some of the bigger programs, both in agriculture and on port 
evaluation and construction, the hospital in Port-au-Prince, those 
are very significant big ticket items that are just now underway in 
terms of construction. Some of those are not reconstruction, they 
are actual novel construction efforts as part of the development 
strategy. And so the resources are all committed to major projects 
and strategies, and it is moving forward. 

There have of course been delays not least of which because of 
these types of tremendous turnover in key government counter-
parts on the Haitian side, but we remain positively inclined to 
think these efforts are going to work. 

I would also highlight that we have had a lot of success in the 
economic growth area. USAID has expanded access to finance for 
more than 14,000 microenterprises. We have had four new agree-
ments signed recently unlocking an additional $30 million for small 
and medium size enterprises, and our mobile money program there, 
which is a partnership with the Gates Foundation, now has 18,000 
clients working on a fully integrated mobile money system. 
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And finally I will point out that some of the recent challenges we 
have had, some of the weather events more recently that caused a 
reduction in the agricultural crops and an expansion of cholera, 
have been brought back under control. So it is a constant chal-
lenge, but we do believe that progress is being made, and I think 
especially now that some of these bigger infrastructure programs 
are getting going, that we will be able to expend the resources. The 
goal is to do it in a way that delivers a lasting differentiation com-
pared to what has been Haiti’s experience over the last several dec-
ades.

Mrs. LOWEY. I see our time is up but I hope to continue the dia-
logue. Haiti is such a close neighbor. We don’t have the influence 
of an al Qaeda or another terrorism branch, and it could be an ex-
traordinary case study in how effective we really are in providing 
that kind of leadership. And I thank you. 

Dr. SHAH. Thank you. 
Ms. GRANGER. Thank you. We will now proceed with questions 

in order of seniority and the way members were seated. I don’t 
know when the votes are going to be but we understand the last 
update was two sets of votes so I would just remind everyone of 
the 5-minute limit and please stay close to that, including the an-
swer, and if we could possibly get two rounds that will be good. We 
will call on Mr. Diaz-Balart. 

Mr. DIAZ-BALART. Thank you, Madam Chairwoman. Mr. Shah, it 
is good to see you sir. Dr. Shah, I will tell you we have a lot of 
hearings and I always look forward to spending the time with you 
and it is pretty clear that you are passionate about what you do 
and that is always good to see. 

Let me actually throw two questions at you. And one of them 
deals with, we just had a very interesting meeting dealing with 
Jordan. And the Syrian conflict has caused more than a million ref-
ugees in that part of the world. Many of those are going to Jordan, 
as you know, a strong ally and clearly the President is aware of 
it. I know in March he mentioned that fact and pledging to be more 
helpful.

Anything specifically that we are doing to help the kingdom deal 
with this frankly quasi-unsustainable issue with refugees? And 
what can we and what are we doing and what, as a committee, can 
we do to assist there number one? 

That is one question. And let me just throw the other one out 
there as well. 

Going to Israel, with the reports of Prime Minister Fayyad re-
signing, just what impact will that have? Who are you dealing 
with? How does it impact your ability to deal with the PA and the 
folks there? 

Those are basically my two questions. 
And, Madam Chairwoman, since Mrs. Lowey’s able staff gave me 

a Coke you see I am caffeinated. That is why I did it so quickly. 
My staff got a little scared when I was given the caffeine. Thank 
you. I yield back. 

Dr. SHAH. Thank you. Thank you, Representative, and I appre-
ciate your partnership and questions. 

I will just say with respect to Syria overall, we are providing al-
most $400 million of direct humanitarian support that is reaching 
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2.4 million people inside of Syria, about 60, 65 percent in opposi-
tion-controlled areas and often through NGOs that take incredible 
risks to operate in that setting. And more than 150 deaths have 
been associated with targeted attacks of those humanitarian and 
mainly medical efforts. So I think that is important to note. 

We are also working with international partners to motivate a 
greater response, most recently through the Kuwait meeting that 
raised $1.5 billion, and then we work very hard to make sure peo-
ple live up to those commitments. 

With respect to Jordan, we know they have taken nearly half a 
million refugees, it is 9 percent of their total population. We have 
provided $300 million of extraordinary support over the last 8 
months to support the burdens of that. Of the two areas where I 
think it has made a huge difference, one is education. They are in-
corporating 42,000 refugee students into public schools, in commu-
nities that are quickly becoming overwhelmed with Syrian refu-
gees. We can all imagine what that would be like in any of our 
schools here in the United States, and the United States is proud 
to be supporting and partnering with them. Part of why we can do 
that is we have had a longstanding and significant education part-
nership that ranges from teacher training to online courses and 
other forms of engagement for their students. 

Second has been water and water systems and water availability. 
The water infrastructure that USAID has built over the course of 
5 to 7 years has been extraordinarily critical in providing access 
both at the Zaatari refugee camp, which is the single largest camp 
where refugees are, and in the nearby communities. Nearly a third 
of Jordan’s water supply is as a result of that USAID partnership. 
And so we are expanding that through some of these investments 
and efforts and giving them the capacity to operate at higher lev-
els.

So these longstanding investments in development and partner-
ship do yield real results at times of critical national security cri-
ses, and this is a good example of that. 

Ms. GRANGER. Mr. Cuellar. 
Mr. CUELLAR. Thank you, Madam Chairwoman. Again, Dr. Shah, 

thank you so much for the work that you do, and I know setting 
priorities for your agency must be very difficult under these finan-
cial times. But I do want to ask your process in setting priorities 
for Latin America, in particular the Republic of Mexico. As you 
know, the U.S. Congress is going to be considering an immigration 
bill. A lot of folks who have come across to my district in south 
Texas are people from Mexico and other parts of the world. Every 
year we send back to Mexico 25 to $30 billion due to the drugs that 
are consumed in the United States. Keep in mind that the U.S. and 
Mexico have about a 2,000-mile border. 

If you look at what is happening in Mexico and the amount of 
dollars, well, look at the billions of dollars that we set up for border 
security on the U.S. side. Doesn’t it make sense that we spend a 
little bit more money in assistance, and provide assistance to coun-
tries like Mexico because of the reasons I just gave you, number 
one.

Number two, you are about to do one of the biggest rule of law 
programs in the world but at the same time your aid to Latin 
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America has been cut, has been cut. We know what the problem 
is there, the judiciary, the prosecutorial, the prison systems—in 
Nuevo Laredo, for example, just recently 150 prisoners escaped 
probably drug dealers were trying to refurbish their manpower. 
The joke was why 150? Because that is all the buses they could ob-
tain to carry the people. When a prosecutor wants to get you here 
in the United States he or she has a 95 percent chance of con-
victing you. In Mexico if the police get you, the conviction rate is 
less than 2 percent. Less than 2 percent. And then we know what 
happens when they end up in prison, a lot of them escape. 

So my thing is, doesn’t it make common sense that with all of 
the billions of dollars we have for border security, we are about to 
do an immigration reform, doesn’t it make sense that we put a lit-
tle bit of money, like the old commercial used to say, invest a little 
bit of money here it will pay off later or if you don’t pay now you 
are going to be paying much more later? What am I missing here? 
I just don’t understand. And I know what your answer is going to 
be. But I just want to know what your thought process is on this 
one.

The new President Nieto is going to, or just did an education re-
form, major education reform, they did a labor reform, I know they 
had a little snag under what they are going to do, the banking re-
form, and telecommunications reform. They are going through a lot 
of the transformation right now under Enrique Pena Nieto. 

Help me understand your thought process. Why not put a little 
bit of extra assistance that would save us a lot of money on immi-
gration and border security and the 25, $30 billion of profits that 
we send back to Mexico every year on drugs, help me understand. 

Dr. SHAH. Well, Representative Cuellar, thank you for your com-
ments and for your longstanding leadership on this issue. I just 
want to say that the basic premise of transforming crime and jus-
tice in Mexico would without question yield tens of billions of dol-
lars of benefit to the United States virtually immediately. So the 
basic premise I fully agree with. 

The capacity of our government through foreign assistance to 
achieve that outcome is where I might take some issue. We are 
presenting a budget with an overall 6 percent reduction across all 
accounts, cognizant of the times we live in and the budget realities 
we face. 

Despite that, in the region of Latin America overall, we have a 
29 percent increase in the Central American regional security ini-
tiative which, with strong data to demonstrate, has been effective 
and working. We have a strong commitment to Haiti, and we are 
expanding our democratic governance and security initiatives in 
many countries including Mexico. 

The rule of law program I am glad you mentioned because we 
have seen data which shows where we offer technical assistance 
and partner with our Mexican colleagues, we see a big increase in 
the number of prosecutions and the rates and a sharp decrease in 
delays versus those where we don’t. 

So that is the defining feature of why we are narrowing and fo-
cusing on rule of law and partnerships in criminal justice. We did 
reduce investment with respect to helping Mexico with its economic 
competitiveness and higher education which we think are just not 
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the core priorities relative to this desire to have a strong rule of 
law and security partnership. 

So I appreciate your point and I think we are trying to imple-
ment that given the context we are in and given that most of the 
investment in this comes from the Mexicans and from their own 
revenue.

Mr. CUELLAR. Thank you. 
Ms. GRANGER. Mr. Crenshaw. 
Mr. CRENSHAW. Thank you, Madam Chairman. And thank you, 

Doctor, for being here today and thank you for the vision that you 
have given to the Agency and the reform minded eye to do things 
more efficiently, more effectively, and as you found out it is not al-
ways that easy. There is always a certain amount of resistance. 

But I wanted to ask you, we have touched on your reforms to the 
Food Aid Program and so I want to give you an opportunity to ex-
plain to the subcommittee briefly what those reforms are. As I un-
derstand it now we spend about a billion dollars buying U.S. agri-
culture products and then we spend about $1 billion sending that 
overseas usually under U.S.-flagged vessels. So describe the re-
forms that we have been hearing about, particularly in light of how 
it impacts U.S. agricultural producers and how it is going to impact 
U.S. shippers. 

And while you are at it, I always hear this, Secretary Kerry was 
here and he said these food aid reforms are going to allow us to 
serve an additional 2 to 4 million people. I think I have heard you 
say that as well. I would just be interested in knowing what goes 
into your calculations to get to that number, I would appreciate it. 

Dr. SHAH. Sure. Thank you, Congressman. I appreciate the ques-
tion and the opportunity to speak to this point that I know you 
have thought a lot about. This reform is specifically focused on a 
program called Food for Peace. Food for Peace is currently author-
ized by the agriculture committees and implemented completely by 
USAID.

It is about a $1.4 billion a year program. And the 10-year trend 
on this is that it used to be a program that bought a lot of agricul-
tural commodities and reached a lot of people. It bought 5–1/2 mil-
lion metric tons of food 10 years ago and reached 88 or so million 
people. Today it buys and distributes 1.8 million metric tons of food 
and reaches about 40 some million people. And the reason for that 
is there has been a more than tripling in shipping costs and some 
increase in commodity prices. And there has been a whole host of 
evidence and data that shows different types of more targeted nu-
trition products, peanut butter, paste and other types of things, are 
actually more effective of achieving the goal of protecting children 
and improving nutrition during times of crisis. 

So given that, we have put forth a proposal that really does three 
things. One is it will allow us to have a little more flexibility in 
the program. 

Today about 80—if you add Food for Peace and the local regional 
procurement component of the existing IDA account, we have about 
80 percent of the current effort tied to American commodities that 
get distributed on American flagged vessels. It would change that 
to bring it down to 55 percent. At that 55 percent, the majority of 
the program would still be tied to American product and distribu-
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tion, but it gives us a little more flexibility to deal with a world 
that has changed quite dramatically. 

Second, we would establish a Community Development and Re-
silience Fund to replace the practice of monetization. Monetization 
is when we take resources, buy food, put it on American flagged 
ships, send it to a place like we are doing right now to the Demo-
cratic Republic of Congo, give it to an NGO partner who sells it in 
the markets there, and with the money they get they then use it 
to support an NGO program. 

There have been dozens of studies that show this is ineffective— 
inefficient at best and counterproductive at worst. In some cases 
like in Haiti it depressed local agricultural prices and therefore cre-
ated market disincentives for local Haitian production until we 
changed the policy there a few years ago. 

So by replacing that component of the program with this CDRF 
fund, the Community Development Resilience Fund, we would be 
able to provide the same kind of cash awards to partners like 
Catholic Relief Services or Save the Children or World Vision, part-
ners who tend to work with the poorest of the poor on long-term 
community development projects, many of which are about encour-
aging agricultural production in those settings. 

And then the final component involves a modest but important 
increase—a $25 million increase to a maritime support program 
run by the Department of Transportation to support any transi-
tions that our shipping partners may experience. Whereas in the 
past we might have had a large and diversified group of shipping 
partners, today we have a very concentrated group of partners and 
we have designed this support program to help those partners spe-
cifically with the transition that is embedded in going from 80 per-
cent to 55 percent. 

Finally, because you asked that, I think the impact on agri-
culture is important to delineate. And whereas a few years ago we 
might have been a larger percentage of the value of total agricul-
tural exports, today Food for Peace in its entirety is about a half 
of one percentage point of total value of agricultural exports and 
going from 80 percent to 55 percent is probably something less 
than that. So we recognize that it is important to renew and re-
shape the partnership with American agriculture for the next sev-
eral decades but this is, we think, a responsible proposal that al-
lows us to be efficient as we execute this mission. 

Thank you. 
Ms. GRANGER. Ms. Wasserman Schultz. 
Ms. WASSERMAN SCHULTZ. Thank you, Madam Chair, and, Dr. 

Shah, it is good to see you. I want to shift gears a little bit, to the 
Pink Ribbon-Red Ribbon program, which is the partnership 
through PEPFAR, that combats cervical and breast cancer, for 
those who aren’t aware, particularly in Latin America and sub-Sa-
haran Africa. The leading cause of death in women in those regions 
is gynecological cancers, particularly breast and cervical cancers. 

What kind of progress have you seen in this program since its 
inception? And can it serve as a model for combating disease in re-
gions that struggle with high rates of this type of disease? 
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DR. SHAH—PINK RIBBON-RED RIBBON

Dr. SHAH. Well, thank you. Thank you for asking that question 
and for your leadership on a lot of these issues. In particular on 
Pink Ribbon-Red Ribbon I think it is actually a great model pro-
gram that demonstrates how private philanthropy, public invest-
ment and private companies can come together to do extraordinary 
things in global health. 

We have seen these types of partnerships in this sector work in 
the past, and we believe this one is working as well. In this case, 
I believe it is President Bush’s philanthropic institute coupled with 
PEPFAR investment plus real resource commitments from coun-
tries like Tanzania in which they work. I am not versed on all the 
details. We can get you more of the details, but I know that in 
places like Tanzania where I have had a chance to see some of the 
on-the-ground impacts, it is greatly expanding access to screening, 
and while it has some challenges it is also expanding access to 
intervention based on that screening. So I think that is very impor-
tant.

Global Health has been fortunate to have many of these types of 
partnerships and I think they make a huge difference ranging from 
efforts to expand immunization access to efforts to eradicate dis-
eases like polio and Guinea worm. 

Ms. WASSERMAN SCHULTZ. I am glad to hear that, and I would 
really like to follow up with your staff and you to focus in more 
about the reach of those programs, how we can broaden the reach 
and then also specifically focus on breast cancer awareness and 
gynecological cancer awareness in those regions. There are chal-
lenges because we obviously have cultural barriers that get in the 
way and I just don’t have a sense of how much awareness, focus, 
or assistance we have provided. And knowledge is power. 

So thank you, I want to also ask you about the Thousand Days 
campaign, which I think is incredibly exciting, and I know in the 
speech that you gave at CSIS on April 10th, you emphasized the 
need for high quality, high nutrition foods, particularly during the 
first thousand days in pregnancy through age 2, in international 
food aid. 

So with maternal and child nutrition, what impacts, and what 
are the implications for reform with the Thousand Days campaign, 
and is that part of the administration’s campaign in that regard? 

Dr. SHAH. Thank you for asking about Thousand Days. It is a 
program that was launched by Secretary Clinton that we take for-
ward with pride and commitment because it refocuses interven-
tions on child nutrition based on science and evidence about where 
and when you target kids, you get the biggest bang for the buck. 
If you reach pregnant women and children in the first 2 years of 
life, you can actually reverse stunting, and we know that around 
the world from Ethiopia, where it is 43 percent, to Guatemala, 
western Guatemala, where it is in the 60s, there are a lot of chil-
dren out there who are stunted and adults who are stunted. And 
whereas that used to be considered problematic where people didn’t 
really understand what that meant, now we know that it actually 
leads to permanent damage to brain development, permanent im-
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pacts on an inability to learn, and permanent reductions in eco-
nomic productivity of families and—— 

Ms. WASSERMAN SCHULTZ. Not to be flippant, but it doesn’t just 
create a lot of short people? 

Dr. SHAH. Right. 
Ms. WASSERMAN SCHULTZ. It is a little deeper than that. 
Dr. SHAH. No, in fact, I joke in my home because I come from 

a long line of Indian descendants, some of whom are very short. It 
is not humorous because the lack of nutrition really does affect 
long-term development, and so through the Thousand Days efforts, 
we have worked with country partners around the world to make 
this a priority. We have brought together international partners, 
and our Food Aid Reform proposal would allow us to get more of 
these high nutrition, ready-to-use therapeutic foods which have 
been a major outcome of a famous study called the Tufts Study on 
Nutrition and embed those food products in efforts that target 
young children and pregnant women as part of our nutrition sup-
port efforts. 

Ms. GRANGER. Thank you very much. They have called votes. We 
have three members who have not been heard. If you will be quick, 
those members can ask their questions and get to vote. 

Mr. Yoder. 
Mr. YODER. Thank you, Madam Chair. I appreciate your com-

ments today and I want to return to the question and answers you 
were having with my colleague, Mr. Crenshaw, relating to the U.S. 
Food Aid changes. We would like to get more information or have 
your response on the exact impact on American agriculture mar-
kets. I know you said it was a half of a percent potentially of ex-
ports. How many American jobs does that represent? 

I represent the State of Kansas, the number one wheat producer 
in the country. How many less tons of wheat, or less bushels of 
wheat would be exported out of Kansas under this procedure 
versus what would be purchased in foreign countries, and certainly 
that would need to be explained to constituents and that impact 
and why that choice was made to pay farmers in other countries 
as opposed to paying farmers here. This has a real impact on local 
communities. Regardless of the percentages, there will be an im-
pact on folks who will feel the brunt of that, and so I would like 
to see background on that. 

And then I would like you to flush out a little bit more the ques-
tion Mr. Crenshaw asked regarding the 2 to 4 million additional 
people that would be reached each year with the equivalent fund-
ing, and I note that at least some information shows that local re-
gional purchase cash transfer programs are not necessarily less ex-
pensive than U.S. Food Aid. In fact, in fiscal year 2012, the $375 
million IDA Food Program that that relied on those methods, was 
actually 44 percent more expensive per metric ton than U.S. Food 
Aid provided for emergencies under Title II, which is where you are 
transferring some of these dollars. I think that we are going to 
have to do some work on your part to prove to at least some of us 
on the committee that the President’s proposal is not only not hav-
ing a negative impact on farmers at home, but it is also actually 
a better benefit for taxpayers. 



286

So we have got a couple of challenges there that I would like you 
to respond to. 

Dr. SHAH. Thank you. Let me first say on the specific question 
about how much we buy in Kansas and what the impacts would 
be, I will just ask my team to be responsive with specific data. I 
don’t actually believe it is a significant component because I think 
we purchase U.S. wheat in a different place, but we will come back 
to you with specifics on that. 

[The information follows:] 
Dr. SHAH: USAID anticipates that U.S. commodities will remain a significant por-

tion of purchases under the new program. 
Between April 2011 and April 2013, USAID purchased a total of 980 metro tons 

(MT) of commodities from a supplier headquartered in Kansas—Cereal Food Proc-
essors Inc. The 980 MT of commodities included 810 MT of all-purpose flour and 
180 MT of bread flour. Cereal Food Processors is America’s largest independent 
flour milling company and the fourth largest wheat miller in the United States. In 
operation for more than 40 years, the company’s 10 milling facilities now have a 
daily capacity of about 4,500 MT. 

Given the small amount purchased from this supplier, and their large volume pro-
duced each year, the proposed reduction in U.S.-purchased commodities through 
Food Aid Reform should not significantly impact the State of Kansas. 

Dr. SHAH. Second, with respect to the 2 to 4 million, I would just 
say, and I have heard this 44 percent number, and frankly believe 
it to be inaccurate. There have been 13 independent studies, in-
cluding conducted by the GAO—and by a number of other inde-
pendent partners that have demonstrated how much more efficient 
it is in terms of reaching people. I don’t know where the 44 percent 
comes from. You know, a metric ton of one thing is not a metric 
ton of another and maybe that is part of it, but the reality is in 
terms of reaching beneficiaries with the nutrition they need, we 
have seen study after study that basically validates anywhere from 
a 30 to 50 percent efficiency gain, and that is consistent with our 
own experience, implementing a $300 million flexible program 
alongside a $1.4 billion Title II program. 

But my team can produce the data, and sit and go through that 
with your staff, and we are eager to do that, because I think the 
preponderance of evidence conducted independently by many, many 
others has been very consistent on this point. And this is why, 
every past director of the World Food Program and the current one, 
almost all of the major NGOs, most experts that have looked at 
this, nearly all of my predecessors, and major CEOs in the agricul-
tural space, all believe this is the right thing to do for those core 
efficiency result reasons. 

[The information follows:] 
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Mr. YODER. Thank you, Administrator. Thank you, Madam 
Chair.

Ms. GRANGER. Mrs. Lee. 
Ms. LEE. Thank you very much. Good to see you. Let me once 

again ask about the involvement of minority women-owned busi-
nesses in USAID vendor contracting efforts and what we are doing 
to engage minority and women-owned businesses, and if we can 
have a breakdown based on ethnicity of contractors that you use, 
you know, how many African-Americans, who they are, how many 
Asian-Pacific Americans, how many Hispanic, how many Native 
American contractors and who they are. 

Dr. SHAH. Thank you, Congresswoman Lee, and thank you for 
your commitment to this particular approach. We will come back 
to you with the very specific information you are asking for. 

When I started at USAID we had a low grade for our work with 
small businesses in particular. In fiscal year 2010 that went to a 
C, and in fiscal year 2012—it went from a C to an A between 2010 
and 2012 based on the small business procurement scorecard of the 
SBA. In the small disadvantaged minority business category, we 
have maintained the gains we have made over the last 2 years, 
each year exceeding our 5 percent goal and achieving, I think, 7.09 
percent. In terms of women-owned small businesses we have been 
relatively constant, just below the 5 percent goal, but you asked for 
very specific data and I don’t have that with me, but I will make 
sure that your office receives it. 

[The information follows:] 
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MS. LEE—MINORITY WOMEN-OWNED BUSINESSES IN USAID

Ms. LEE. How did you get to a 5 percent goal because that seems 
to be pretty low? I mean, we are starting with nothing. I am for-
merly, and I want to share this, an 8(a) contractor and for 11 years 
tried to do business with USAID and never could even get through 
the door. 

DR. SHAH—MINORITY WOMEN-OWNED BUSINESSES IN USAID

Dr. SHAH. You know, I would have to have my team put the de-
tails together. I do know we have worked hard to be more open to 
small businesses. We have streamlined processes. We have done a 
lot of outreach. We do an annual event. I think the event with 
small businesses is coming up in just a couple of weeks. And that 
has been an effective venue for expanding the types of organiza-
tions we work with. And I know that our score had gone from a 
low grade to a high grade, according to the Small Business Admin-
istration, but beyond that I will have to get you the details. 

MS. LEE—GLOBAL FUND

Ms. LEE. Okay, and just very quickly, multiyear commitment to 
the Global Fund. How important is that to you, and thank you for 
everything you are doing on HIV and AIDS. 

DR. SHAH—GLOBAL FUND

Dr. SHAH. Thank you very much and thank you for your leader-
ship on HIV and AIDS, which is, of course, legendary. 

I think this budget, despite the difficult tradeoffs it makes, puts 
forward $1.65 billion for the Global Fund. It would be a significant 
commitment to the Global Fund and a basis of an effort to drive 
significant partnership resources from other countries during this 
year’s replenishment. So that is the basis of a strong multiyear 
pledge.

Ms. LEE. Thank you. 
Ms. GRANGER. Mr. Schiff. 
Mr. SCHIFF. Thank you, Madam Chair, and I share my colleague 

Representative Lee’s interest in doing all we can to support your 
work in HIV and AIDS, so thank you for all of your good work, Dr. 
Shah.

Two quick questions: One, funding for Nagorno-Karabakh. The 
history of the last several years is Congress has appropriated fund-
ing, USAID hasn’t used it, at least not completely. We hear at 
times there is a lack of capacity, but it seems given the small 
amount that we are talking about a leap of imagination to think 
that with the humanitarian needs they couldn’t really fully be ab-
sorbed. So I would like to get your thoughts on that, and I would 
like to work with you to make sure that we can utilize all of the 
assistance that has been provided to help meet the humanitarian 
needs there. 

Second, in the Samtskhe-Javakheti region of Georgia there is a 
very impoverished Armenian community. We have raised with the 
Georgian Government and USAID an interest in trying to meet the 
needs of that population as well as the country more broadly, and 
over the past year Armenian American groups have been working 
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closely with USAID to explore a public-private partnership that 
could help leverage U.S. assistance to Georgia in that region. If you 
could give us a progress report on those efforts. 

Dr. SHAH. Thank you. I will make sure my team provides more 
details on both of these, but I would say with respect to Nagorno- 
Karabakh I believe we actually have a plan to fully execute the 
program. I know in the past we haven’t expended all of the funds, 
but our Assistant Administrator for the region is committed to 
doing that, and we believe we will be successful at getting that 
done.

With respect to the public-private partnership with the diaspora 
community, we are very enthusiastic about that and think that 
that also is a good model for how we would like to work in the fu-
ture. The Armenian community has been a very good community 
to work with, and so we are eager to kind of get that going. I don’t 
have an immediate update on where that is, but I know when we 
put it together, we were enthusiastic because it had a lot of private 
sector commitments to leverage our resources from the get-go, 
which is relatively unique. 

[The information follows:] 
Dr. SHAH: In FY 2011, the United States obligated and expended $2 million in 

humanitarian assistance to the people of Nagorno-Karabakh (NK). While we have 
not yet expended all of the $2 million in FY2012 funds obligated for projects in NK, 
we are on track to expend the entire amount this calendar year. 

With regard to the Samtskhe-Javakheti (SJ) region, USAID looks forward to the 
opportunity to partner with the diaspora community in that region. USAID is ac-
tively seeking to build on the development work it has previously done in SJ, in 
ways that will benefit the population of that region. 

Mr. SCHIFF. Great. Thank you, Dr. Shah. I look forward to work-
ing with you on both of those issues. 

Dr. SHAH. Thank you. 
Ms. GRANGER. Dr. Shah, thank you again for your time. This 

concludes today’s hearing and members may submit any additional 
questions for the record. The Subcommittee on State, Foreign Oper-
ations, and Related Programs stands adjourned. 
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WEDNESDAY, APRIL 24, 2013. 

U.S. DEPARTMENT OF THE TREASURY, INTERNATIONAL 
PROGRAMS

WITNESS

HON. JACOB LEW, SECRETARY, U.S. DEPARTMENT OF THE TREASURY 

OPENING STATEMENT BY CHAIRWOMAN LOWEY

Ms. GRANGER. The Subcommittee on State, Foreign Operations, 
and Related Programs will come to order. 

I would like to welcome Secretary Lew to his first hearing before 
this subcommittee. 

Mr. Secretary, we thank you for appearing today to discuss the 
budget request for fiscal year 2014 for the Department of the 
Treasury’s International Affairs Programs. 

You will see that some Members, will be coming in and coming 
out. We are on a schedule that has to make many important hear-
ings all happen at the same time, so they will do their best. 

The funding the subcommittee will review today is for contribu-
tions to international financial institutions, such as the Inter-
national Monetary Fund, the World Bank, as well as the debt relief 
and technical assistance programs. The budget request totals $2.9 
billion, almost 15 percent above the fiscal year 2013 enacted level 
with sequestration factored in. 

Since I became chair of the subcommittee, and even before that 
as ranking member, I have noted my concern about the rate of 
growth for these programs, which have more than doubled during 
this administration. I also continue to be concerned that the admin-
istration makes large, multiyear commitments and then turns to 
this Congress to fund them. We lose our credibility in the world 
when we can’t live up to our promises. 

I ask that while you are Secretary, you take a hard look at these 
multiyear commitments. I have heard the argument that sending 
funds through multilateral institutions gives the United States 
more bang for the buck, but I would ask you today to look at this 
the way I do. If these institutions were being held to the same 
standards as our bilateral programs, the bang-for-the-buck argu-
ment might be credible, but they are not. In fact, the funds are 
more difficult to track when they go through multilateral institu-
tions rather than through bilateral assistance programs. 

Now I would like to turn to the International Monetary Fund, 
the IMF. We need a better understanding and explanation of the 
President’s fiscal year 2014 request. There is no appropriations lan-
guage included in the budget documents, and we do not yet have 
enough information. All we know is that the administration wants 
$63 billion to increase the U.S. share in the IMF and to decrease 
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by an equal amount the U.S. share in the IMF’s emergency lending 
arm.

Mr. Secretary, you are probably aware that congressional scoring 
rules don’t allow us to use the emergency lending, called the New 
Arrangements to Borrow, as an offset since it was funded as an 
emergency appropriation in 2005. 

Additionally, the IMF change is requested as a mandatory pro-
gram. It is not clear who is being asked to address this issue, the 
authorizing committee or this committee. We would also appreciate 
more information about the need for IMF resources. In 2010, the 
U.S. agreed to allow emerging-market countries, such as Brazil, 
India, and China, to have a larger share of the IMF vote. I hope 
you will tell us today the impact of this change and what is 
planned for the future. 

Mr. Secretary, the IMF is controversial within the Congress. It 
was not created to bail out industrialized nations that can’t control 
their spending. And I can’t speak for other Members, but it will be 
difficult for me to support the increased resources if this is what 
is envisioned for the IMF for the future. 

Secretary Lew, thank you for being here. 
And I will now turn to my ranking member and friend, Mrs. 

Lowey, for her opening statement. 

OPENING STATEMENT BY MRS. LOWEY

Mrs. LOWEY. Thank you, Madam Chair. 
Secretary Lew, I join Chairwoman Granger in welcoming you 

here today to discuss the President’s request for the Treasury De-
partment’s international programs. We worked closely together 
while you were at the State Department, and I want to congratu-
late you on your new position. We are fortunate to have a person 
of your talent, your caliber, your commitment in public service. 

The President’s 2014 budget request is a testament to the impor-
tance of multilateral cooperation and the interconnectedness of the 
world economy. I support multilateral engagement either through 
NATO, specialized agencies of the U.N., such as IAEA, or the var-
ious international financial institutions that fall under your pur-
view.

I believe that multilateral cooperation is a dollar multiplier, 
leveraging the taxpayers’ investment. A great example of this is 
your department’s work on terrorist financing, which has provided 
an excellent return on our taxpayer dollars. 

The multilateral development banks reflect our fundamental val-
ues and support our economic interests by lowering trade and in-
vestment barriers, supporting private-sector growth and entrepre-
neurship, opening the markets of tomorrow, and giving individuals 
an opportunity to succeed. They are vital components in protecting 
our national security interests by both alleviating suffering in 
countries in economic distress and playing a pivotal role in helping 
countries build their own trade capacity, strengthen their financial 
institutions, and become reliable economic partners. 

Today, I hope you will discuss how our support of international 
financial institutions like the World Bank and the IMF are impor-
tant to stabilizing economies in trouble, as well as our own nation’s 
economic recovery and job creation. 
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There are many who question the IMF’s lending practices. Spe-
cifically, it would be helpful to hear about the role the IMF has 
played in resolving financial crises and helping overcome chal-
lenges that put U.S. growth at risk. 

Further, I would also be interested to hear more about the Ad-
ministration’s recent request to reform our participation in the 
IMF.

We would also appreciate your insight on IMF discussions with 
Egypt, including whether an IMF agreement with Egypt will hap-
pen and how long the Egyptian economy can survive without one. 

In addition, in the last couple of years, the Congress has rein-
forced important reforms and accountability commitments for each 
of the international financial institutions, and I hope you will ad-
dress progress on these reforms. 

The World Bank is also considering changes to environment and 
social safeguards by undertaking a multiyear safeguard policy re-
view. This is important to ensure our development assistance in-
vestments do not cause harm to local communities and as global 
environmental conservation becomes increasingly important. So I 
would be interested in your comments on the safeguards review 
process.

Finally, we continue to face a growing threat from Iran’s pursuit 
of a nuclear weapon. Please update us on your efforts to implement 
tough sanctions on the Iranian economy as well as the Administra-
tion’s efforts through multilateral institutions to isolate Iran and 
make clear that the only way back into the international financial 
system is through giving up the quest for a nuclear weapon. 

Thank you for being with us today. I look forward to your testi-
mony.

Ms. GRANGER. Thank you. 
Ms. GRANGER. Secretary Lew, as we spoke yesterday, your full 

written statement will be placed in the record, so please feel free 
to summarize your statement. 

OPENING STATEMENT BY SECRETARY LEW

Secretary LEW. Thank you very much, Chairwoman Granger, 
Ranking Member Lowey. It is a pleasure to be back before this 
committee in a new role. I had a good working relationship with 
this committee when I worked on bilateral assistance at the State 
Department, and I very much look forward to developing that rela-
tionship with my new responsibilities in the multilateral area. 

It is a pleasure to be here today to discuss the President’s budget 
request for international programs. 

This year’s foreign assistance budget represents 1⁄4 of 1 percent 
of the administration’s discretionary request. It is mostly made up 
of previously authorized commitments for multilateral bank capital 
increases and replenishments. And thanks to your bipartisan sup-
port, our leadership in those institutions remains strong. 

In this request, we are seeking congressional approval of the IMF 
quota and governance reforms. This request is critical to protect 
and promote our economic and strategic interests. It increases the 
IMF’s core quota resources and reduces U.S. participation in the 
IMF’s new arrangements to borrow by an equivalent amount, pre-
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serving our veto without any new financial cost. This quota reform 
is a win-win for the United States. 

I have spent much of my professional life making tough budget 
choices, and I can say without reservation that we must continue 
to invest in the IMF. The investment is safe, it is sensible, and it 
is secure. The IMF’s balance sheet is rock-solid. 

As the President has said, our highest priority is to strengthen 
our recovery and create jobs. And our investments in the IMF and 
the multilateral development banks go hand-in-hand with that ob-
jective. Investments in these institutions are one of the most cost- 
effective ways to drive our economic growth while also increasing 
our national security and promoting our values and interests 
around the globe, particularly at a time of constrained resources. 

I would like to explain briefly how our support helps achieve 
each of these three things. 

Since the end of World War II, whenever there has been an 
international crisis that has threatened the U.S. economy, the 
International Monetary Fund has acted as the first responder. And 
because our prosperity at home is linked to stability and growth 
abroad, the U.S. benefits by the IMF actions. Without the IMF, fi-
nancial stresses in one country would be more likely to spill over, 
and the U.S. economy would suffer through a reduced demand for 
U.S. exports and lower foreign investment in the United States. 
And that would threaten millions of jobs. 

We have seen how important the IMF is to our economy most re-
cently with the financial crisis that has gripped the euro area. The 
IMF has been working closely with leaders across Europe, and be-
cause of the Fund’s involvement, the euro area has built a strong 
firewall and taken the necessary steps to prevent contagion. 

Similarly, the multilateral development banks have helped spur 
our economic growth around the world. Their work to build ports, 
roads, and waterways, lift trade barriers, and ignite private-sector 
development has helped unlock key export markets for U.S. busi-
nesses. In countries like South Korea and India, we have seen how 
MDB programs have led to rapid increases in demand for American 
exports.

These institutions are also part of America’s national security 
framework. As U.S. military leaders have explained, the multilat-
eral financial institutions can help prevent future conflicts. In fact, 
their work on the ground alleviates the kind of economic conditions 
that breed instability, extremism, and violence. 

Right now, the IMF and the World Bank are providing financial 
support and policy advice to help new democracies succeed in the 
Middle East. Avoiding a financial crisis during this delicate period 
of political transition will help countries avoid destabilizing polit-
ical upheavals. 

In frontline states like Afghanistan, the World Bank and the 
Asia Development Bank not only are supporting critical infrastruc-
ture projects but also vital improvements in primary education. In 
Haiti, a country still recovering from a devastating earthquake, the 
IMF recently acted on our request and eliminated Haiti’s entire 
outstanding debt to the Fund. 

Finally, investments in the multilateral institutions are a way 
for the United States to amplify our resources and influence. With 
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just a 5 percent share of the Function 150, under $3 billion, Treas-
ury’s international development investments will make possible 
nearly $100 billion in MDB commitments in 2014 alone. This sup-
port will reach urban slums, rural villages, and small cities around 
the world and will allow the U.S. to promote our values and leader-
ship on issues as important as global health, the environment, 
equality for women, and hunger. 

The Global Agriculture and Food Security Program is a good ex-
ample of how these institutions multiply the impact of our invest-
ments. The program is combating the serious problem of food secu-
rity by helping struggling farmers increase their productivity. This 
is an important issue for the United States, and our contributions 
will be matched two for one. The program has already awarded 
more than $700 million in 18 countries. 

Before I close, I would like to thank this committee for the bipar-
tisan support that you have given to our foreign assistance budget. 
These funds allow us to leverage our limited resources in service 
of our economic and national security interests. And given the pres-
sures all of us are under to do more with less, this is something 
we cannot take for granted. 

I thank you and look forward to answering your questions. 
Ms. GRANGER. Thank you very much. 
[The information follows:] 
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Ms. GRANGER. I am going to start with what I see as the most 
puzzling, and that is the IMF. And I understand what you said was 
what the IMF does, but I would like some details. Particularly, let’s 
start with—just explain the request. Why is it listed as a manda-
tory program? 

And should we believe that since the administration requested 
the funding this way, isn’t this an issue that the authorizers can 
address without the action from the appropriators? 

Secretary LEW. Congresswoman, our policy is that we need to 
meet our commitment to the IMF. We need to swap the New Ar-
rangements to Borrow funds and make the commitment in the IMF 
core fund. 

At the end of the year, when there was a possibility of doing 
something under an appropriations bill, we suggested using an ap-
propriations approach. In our budget, which was constructed with 
an eye toward a broader budget agreement, we made it clear it 
could be done in a budget agreement as a mandatory. We are not 
pushing one approach over another. We are looking forward to 
working with you and with the Congress generally to get it done, 
because the failure to get it done would put in jeopardy our veto 
at the IMF. 

I just came back from the spring meetings—well, I feel like I 
came back. They were here in Washington, but it felt like being in 
another country. And I can’t tell you how many times this issue 
came up. There are other countries that would be happy to increase 
their quotas and eliminate the United States veto. 

So I think it is a matter of real urgency that we have this reform 
ratified. We are the last holdout, in the sense that our ratification 
is what stands in the way of the IMF reforms going into effect. And 
I would very much look forward to working with you and this com-
mittee to try and get that done. 

Ms. GRANGER. Good. 
The request to increase the quota has been called a voting re-

form, and that is what you were just referring to. However, there 
is really no actual reforms that are being made that we see. Only 
China and other emerging-market countries will have a larger vote 
on the IMF and the programs and the policy. 

So tell me how this improves the IMF. You said, the way I un-
derstand it, then we could lose our waiver. So I see that helps us, 
but how does it help the IMF? And what is the interest—tell me 
how important it is and why it is so important to participate. 

Secretary LEW. Well, the IMF reflects the changing world. The 
role of different countries is evolving as they grow, as they emerge 
from developing countries to developed countries. The challenge for 
the United States is, amidst that change, how to go through a re-
form process at the IMF, where there is some shifting within the 
IMF in terms of what shares are, while preserving the U.S. veto, 
which is key to our ability to have the kind of influence that we 
have historically had since the creation of the IMF. 

I would say these are reforms because it does reallocate shares, 
but it does not reduce the U.S. share in a way that undermines our 
ability to have the controlling voice. I think that is a hugely impor-
tant thing for the United States because there are occasions when 
we have a different view, and I think this committee would like for 
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us to be able to use our different view to drive the outcome in IMF 
decision-making, which we couldn’t do if we didn’t have the veto. 

Ms. GRANGER. The European Union has resources that, through 
its stability funds, that really pale in comparison to most of those 
at the IMF. And why is Europe still the biggest borrower from the 
IMF? And do you see that continuing? 

Secretary LEW. Well, I think if you look at the last few years, 
there has been an unusual amount of activity in Europe because 
of the eurozone crisis. When we went through the financial crisis 
in 2008 and 2009, the IMF was really at the front line of pre-
venting a further meltdown of our global financial system. 

We are constantly aware of the fact that Europe is the largest 
export market that the United States has. So what we do to pre-
serve some underpinnings of financial security as Europe goes 
through this, transition from the crisis to the future, is very impor-
tant for U.S. manufacturers, for U.S. exporters. It would not be 
good for the United States if there were a further worsening. 

IMF standards in intervening are very high. They do not get into 
a package unless there is a serious set of commitments made. And 
the IMF always gets, repaid when it goes into these arrangements. 
Sometimes what the IMF insists on is tough medicine. We have 
seen it just recently in Cyprus. 

I think that the ability for the U.S. to rely on the eurozone as 
an ongoing purchaser of U.S. goods and services is very important 
to the U.S. economy. So I would argue that our involvement in Eu-
rope through the IMF is an appropriate way to make sure that we 
are doing the best thing for the United States. I would hate for us 
to have to do it on a bilateral basis, and we don’t have to do it on 
a bilateral basis. 

Ms. GRANGER. Their strong restrictions, isn’t that one of the 
things that is holding up the IMF loan to Egypt? 

Secretary LEW. As you know, Egypt is a very difficult negotia-
tion. I think it is very important for Egypt, it is very important for 
the region, it is very important for the world that Egypt find a path 
toward economic and political stability. What the IMF is seeking 
in Egypt is the kind of commitments that will be reliable, that 
would give the IMF the ability to know that the loans could be re-
paid. So there is a very difficult discussion about their revenue 
base.

It is a very difficult political moment in Egypt. I am very con-
scious of how hard it is in any society to raise revenues. But they 
have to do something on subsidies and they have to do something 
on revenues if they are going to have an economically sustainable 
economy. And the IMF is pushing hard toward it. 

There are some signs of progress. From my perspective, in terms 
of what is in the United States’ best interests, it would be very 
much in the U.S.’s best interests for Egypt to be on a more sustain-
able course. And I think the IMF is pushing very hard in that di-
rection.

Ms. GRANGER. Thank you. 
And I just have one last question. The press in Europe last year 

reported that the U.S. Federal Reserve may make loans to the IMF 
and bypass the Congress. I am asking you, is that possible? Is it 
possible? Is it legal to do that? 
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Secretary LEW. I am not aware of that. I would have to look into 
that.

Ms. GRANGER. Okay. We will hope it was just a rumor. 
Mrs. Lowey. 
Mrs. LOWEY. Thank you. 

SANCTIONS ON IRAN

I have talked to you before about the skill of Stuart Levey and 
David Cohen. And I want to thank you again for their very impor-
tant work with regard to sanctions on Iran targeting the nuclear 
program.

As a result of these sanctions and steps taken by our inter-
national partners, particularly the EU, Iran is facing an unprece-
dented level of pressure to abandon its pursuit of nuclear weapons. 
In fact, today in the New York Times there is an article about Ira-
nians rushing to supermarkets to buy ‘‘cooking oil, red meat, other 
staples on Tuesday, stockpiling the goods over new fears of price 
spikes from a change in the official exchange rate, a combination 
of severe Western sanctions and what many call the government’s 
economic mismanagement.’’ So we know those sanctions are tight-
ening, and the impact is clear. 

I would like to follow up with a couple of questions regarding 
that. As you know, I am committed to imposing tough sanctions, 
both bilateral and multilateral, to isolate Iran and stop its nuclear 
program in its tracks. While sanctions seem to be having an impact 
on the Iranian economy, I would be interested in your views as to 
whether you see any evidence that the regime is seriously inter-
ested in ending or even delaying its nuclear program. 

What indications do we have of the economic impact of the latest 
round of sanctions? Have these sanctions had an impact on the in-
ternal politics of Iran? In what other ways is the administration 
planning to increase pressure on Iran? Additional economic sanc-
tions? And if the current sanctions fail to stop Iran from moving 
ahead with trying to build a nuclear weapon, what more can the 
U.S. do? 

Last year, we raised concerns about World Bank loans to Iran. 
I have recently been made aware—frankly, I was quite surprised— 
of agreements with the GEF, Global Environment Facility, and 
with their arrangement with Iran. Can you tell us what you have 
done to ensure that all the international financial institutions com-
ply with United Nations sanctions on Iran? You could also talk in 
that context about the multilateral bank loans to Iran. 

What are you doing to prevent any further loans? Because on the 
one hand, we keep tightening sanctions; on the other, I read or 
hear about other ways we are supporting Iran. 

Thank you. 
Secretary LEW. Congresswoman, I cannot emphasize strongly 

enough how important we believe sanctions are. This administra-
tion has pursued the toughest sanctions in history against Iran. It 
has worked with the nations of the world for an unprecedented de-
gree of unity in standing up to Iran and sending a very clear mes-
sage that Iran has to change its policy on nuclear weapons develop-
ment.
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And the President has made clear he is pursuing sanctions, hop-
ing that sanctions will work, hoping that negotiations will be pos-
sible, but taking no options off the table. So he has made it clear 
that he finds it unacceptable, our country finds it unacceptable, for 
Iran to develop nuclear weapons. 

Now, sanctions do not automatically change a policy. What sanc-
tions, as you know well, can do is put the pressure on a country 
so that the political system is operating under the influence of con-
strained choices. I think the sanctions are working because you see 
it in Iran’s GDP, in their unemployment rate, in their exchange 
rate, in the difficulty they have moving oil. In every important 
measure, we can see that the sanctions are working. 

I can’t sit here today and tell you that the sanctions have 
changed Iran’s decision. On the other hand, I don’t think we know 
yet, because Iran is not going to tell us until the very end what 
they are willing to do. So I think we have to pursue the sanctions 
with the confidence that the sanctions are doing what sanctions 
can do. The sanctions are putting the maximum pressure on the 
Iranian regime, and we are going to have to pursue through diplo-
macy and other public and private communications keeping that 
pressure on. 

I sincerely hope that the sanctions work, because all other op-
tions, mean choices that are not good choices, but Iran should have 
no illusions. The President was serious when he said that his policy 
is not a policy of containment; it is a policy that Iran cannot have 
nuclear weapons. 

I would say that, in the implementation of sanctions, we are 
working effectively with other nations of the world to make them 
work. I just came back from meetings in Europe where I raised 
TARGET2 issues with a lot of the finance ministers and central 
bank governors that I met with. That is an area where we agree 
with them on policy. Administratively, there may be some leakage, 
and at the highest level we have it on their radar. They have to 
fix their systems. It is not enough to make policy; it has to work. 

We are going to spare no effort in implementing and enforcing 
the sanctions. And we have just kicked into the next round of sanc-
tions, which says that when Iran sells oil to a country, the money 
can’t go back to Iran. It gets, stuck in a country. So that limits 
their ability to get foreign currency. So, we are pursuing every 
angle that you can through sanctions. 

In terms of the international financial institutions, the World 
Bank has not made any loans to Iran since 2005. And the United 
States has made clear that it objects to and will object to any lend-
ing. So that issue is resolved. 

On the Global Environment Facility, it is not a World Bank pro-
gram. It has a different governance structure. It has taken longer 
to get it under control. It is now in a place where we have been 
assured that no more commitments will be made to Iran, and, in 
fact, the last commitment that was made will not be paid. 

Mrs. LOWEY. Thank you. 
I wanted to follow up on the IMF and Egypt. As we know, Qatar 

just recently gave them $2 billion. What impact does that have on 
the IMF negotiations? Is the IMF still negotiating, or Egypt saying, 
well, we don’t need it anymore? 
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Secretary LEW. No, I think Egypt still needs a package. The 
Emir of Qatar is in Washington. I met with him yesterday. They 
very much see a need still for an IMF package. It is a bridge. It 
gets them up some time. But they need a plan that will get them 
beyond, month to month. 

Obviously, they would be in a stronger position if they were be-
yond their elections. But, the IMF is pushing hard, even in this 
time frame, and there have been some signs of progress. I have 
seen signs of progress that haven’t come to fruition, so I don’t want 
to count on them yet. 

But I know that there is still a very serious engagement between 
the IMF and Egypt. And it is in Egypt’s own interest. This is not 
something that the world is imposing on Egypt. This is something 
that Egypt needs to do in order for it to have the economic future 
that the people of Egypt want. Brave young men and women of 
Egypt risked their lives to fight for a better future. This transition 
will determine whether or not they get it. 

Mrs. LOWEY. What is so tragic, in closing, for those of us who 
have been to Egypt many times, visiting Luxor, which is just so ex-
traordinary, and just the pyramids, if they could bring some sta-
bilization as a result of the elections, we hope that they can help 
themselves, frankly, with less help from the international institu-
tions.

Thank you, Madam Chair. 
Ms. GRANGER. Thank you. 
I will call on Members based on seniority of those present when 

the hearing was called to order. 
I want to remind Members that you have 5 minutes for your 

questions, and Secretary Lew’s responses are included in that 5 
minutes. So hopefully they will be good and you will be good. If 
time permits, we will have a second round of questions because I 
know people are very interested. 

I will now call on Mr. Crenshaw. 
Mr. CRENSHAW. Thank you, Madam Chairman. 
And welcome, Mr. Secretary. Congratulations on your new job. 

And I know you have a broad range of responsibility, so we wish 
you well. 

Secretary LEW. Thank you. 
Mr. CRENSHAW. Just to follow up on Ms. Lowey, I noticed James 

Clapper testified before the Senate Armed Services Committee last 
week, and he said, yes, the sanctions are having a dramatic impact 
on Iran’s economy, but it really hadn’t induced any change. And I 
think you pointed out maybe time will tell. 

Specifically, I have a broader question, but could you comment 
on whether you agree with him that the sanctions have really im-
pacted in a dramatic way the economy but really haven’t changed 
their policy? 

And, number two, you talked to them about the sanctions. Are 
there any additional sanctions that you all are thinking about? 

But hold that, because here is a broader question, and it has to 
do with what you said in your opening statement; that is, that you 
have to make tough budget choices. And I wanted to ask you about 
the Office of Terrorism and Financial Intelligence. That is one of-
fice under the Treasury, and their job is to keep the financial insti-
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tutions from being involved in criminal activities, and, also, maybe 
more importantly in today’s world is to use our financial institu-
tions to help stop some of these international threats. And inter-
national threats seem to be on the increase rather than the de-
crease.

And I noticed in the overall request, the Department asked for, 
I think, $1 billion more, but in this one office there is actually a 
reduction. And I question the wisdom of that decision. If that is the 
one office that really helps deal with international threats, why are 
we reducing that? 

Because you have to make tough choices; you just said that. And 
you have to set priorities, and you have to make those kind of hard 
choices. But it just seems to me, if the number-one responsibility 
of the Federal Government is to protect American lives—and this 
is an office that can freeze narcotrafficking funds down in South 
America, and can deal with weapons of mass destruction. This of-
fice deals with the Iranian sanctions—and isn’t that more impor-
tant than a lot of other functions that are in the offices, recognizing 
those are all difficult decisions? 

Secretary LEW. Congressman, I think the sanctions are having 
an impact. I think the sanctions are doing what sanctions can do. 
I don’t think sanctions automatically throw a switch. What they do 
is they put pressure on a government, and then the government 
has to change its position. 

I think it is premature to know whether the sanctions will work 
in the second regard, because we are still in negotiations, and the 
Iranians have a history of not making moves early in negotiations. 
So the fact that we haven’t seen the change doesn’t mean that we 
won’t see the change. We have a bit more time to pursue the diplo-
matic path, and we are going to push as hard as we can. 

So I certainly hope to be able to come to this committee and say 
that, they have succeeded both in the mechanical way that sanc-
tions can hurt an economy—and we have seen that in all the meas-
ures of the Iranian economy—and I hope that we can also say that 
it has worked to change the direction of the government. But time 
will tell on that. 

In terms of the office of Terrorism and Financial Intelligence, it 
is an outstanding office. It is one of the things that changed in gov-
ernment during my time out of government. I have been working 
with TFI now in four different capacities in this administration, 
from the State Department, the Office of Management and Budget, 
as Chief of Staff, and now as Secretary of the Treasury. I am proud 
to have TFI as part of the Department where I work. You know, 
Stuart Levey did an outstanding job, and David Cohen does an out-
standing job. They have a dedicated staff. They work very hard. 

In a world of unbounded resources, I could make a case for more 
resources for a lot of things in the Treasury Department. In a 
world of tight resources, the budget reflected the growth pattern of 
TFI. The fact that investments have been made in recent years to 
build up a growing office and the tradeoff on the margin was re-
flected in our budget request. It in no way reflects a lessening of 
commitment to TFI or of the importance of what TFI does. 

I can tell you that, for myself as Secretary, I don’t think a day 
goes by when I don’t have an interaction of significance with TFI, 
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because we are at a moment in history where the work that TFI 
does is central to our national security and the future of this coun-
try.

Mr. CRENSHAW. And I appreciate that. It just seems to me that 
with all the domestic violence that is going on in front of us and 
the international threats that are on-going, we need to look at that. 
And, again, appreciate the decisions you have to make, but it 
seems to me that has to be one of the most important functions 
that the Treasury—and you have a lot of them—but that is awfully 
important, in terms of dealing with those international threats. 

Secretary LEW. And we agree on that. And we look forward to 
working with you on a funding level for TFI that gives it the re-
sources it needs. 

Mr. CRENSHAW. Thank you very much. 
Thank you. 
Ms. GRANGER. Ms. Wasserman Schultz. 
Ms. WASSERMAN SCHULTZ. Thank you, Madam Chair. 
Mr. Secretary, it is good to see you. 
I want to ask you a little bit more of a granular question than 

Mr. Crenshaw did. Just yesterday, Treasury designated Hezbollah 
as an international drug cartel. Along those lines, obviously we 
have deep concerns about their financial activities. And the admin-
istration is trying to get at them and close every possible gap to 
prevent them from being able to have the broad reach that they 
have and that we have been trying to narrow. 

So, two questions related to this: Can you briefly explain how 
yesterday’s announcement fits into Treasury’s larger strategy of 
sanctions against Hezbollah and these kinds of actors in general? 
Is this a new approach in the region? Also, I want to ask you about 
our desire to have the EU designate Hezbollah as a terrorist orga-
nization.

Secretary LEW. Congresswoman, the thing that was new yester-
day was that a policy that we had announced a long time ago led 
to an investigation that culminated in the 311 action. It is hard 
work to follow the leads and to make the determinations and then 
to ultimately bring an action, and yesterday was a day when the 
policy that we have committed to proved its effectiveness. 

We will continue to follow leads as they develop, and when there 
are actions like that, it is not a new policy; it is really showing that 
the policy that we have embarked on is working. 

As you know, the EU has not designated Hezbollah. There are 
countries in Europe that have; the United Kingdom has, the Neth-
erlands has. We strongly encourage our European friends to des-
ignate and will continue to do so. 

I think if you look at sanctions regimes, Iran is the case with the 
most international unity, where we have literally the entire world, 
and the U.N. with us including Russia and China. In Syria, we 
have not had the same degree of unity, and we are working with 
a large number of countries, not with China and Russia. And 
Hezbollah, we have more of an uphill battle. There is a split in the 
eurozone on whether or not to designate. We think it is a mistake, 
in terms of their own security. They should know that from the 
bombing in Bulgaria. We have made this point, and we will con-
tinue to make the point. 
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But we will take our unilateral sanctions and use them as ag-
gressively and as effectively as we can, because Hezbollah is a 
threat to the United States, the region, and the world. 

Ms. WASSERMAN SCHULTZ. What kind of an impact do you think 
it would have if the EU did designate Hezbollah as a terrorist orga-
nization?

Secretary LEW. Well, obviously, the broader the sanctions are, 
the more it puts the financial pressure on an organization. And, 
Hezbollah has maintained its ability to finance its operations. It is 
harder because of our sanctions, but they still are operating, in too 
many places. 

I think we see from Iran that even with the tightest sanctions, 
it is an ongoing effort. It takes constant work. 

So it would certainly be a more effective sanctions regime if we 
had the full cooperation of Europe. We will continue to make the 
case that we have been making. 

HAITI

Ms. WASSERMAN SCHULTZ. Just shifting gears to Haiti, the esti-
mate of deaths by the Haitian Government after the earthquake 
was about 300,000. And hundreds of thousands more have faced 
cholera through the epidemic that broke out. There has obviously 
been rampant corruption in Haiti, and, in fact, when their Presi-
dent came recently, he acknowledged that that is an issue. 

On the Inter-American Development Bank, what steps are we 
taking to ensure that, given the continued problems with corrup-
tion in Haiti, that the funds that are so necessary to get that coun-
try to be able to move forward are actually getting to the right 
places?

Secretary LEW. Congresswoman, corruption in Haiti and the lack 
of financial and governmental architecture to deal with its prob-
lems are a longstanding problem. And when the earthquake hit 
and the terrible damage that the Haitian people suffered, the flood-
ing and the huge exposure of Haitians to starvation, to sleeping in 
the elements, to disease, it required an immediate response that 
was more of an emergency response than it was a systemic re-
sponse.

We have moved beyond that. We are no longer in that emergency 
response mode. And I think to save lives in the moment, standards 
may not have been where they should be on a permanent basis. 
But when there is a hurricane, an earthquake, the challenges are 
different.

The international financial institutions are only giving assistance 
to Haitian organizations that meet the financial standards that are 
set, that we have signed on to. This is part of a long-term capacity- 
building that is critical to Haiti. 

I wish I could sit here and say that it was happening as quickly 
as we would like. As you know, this is not the first time the inter-
national community has worked with Haiti. But I think there is a 
more organized effort. There is much more standards-setting going 
on. It would be good for Haiti and for its own institutions to be able 
to receive money and to grow. But they are not going to get the 
money if they don’t meet the standards. And that is the mode that 
the international financial institutions are in now. 
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Ms. GRANGER. Mr. Diaz-Balart. 
Mr. DIAZ-BALART. Thank you very much, Madam Chairwoman. 
Mr. Secretary, how are you, sir? Again, I think we all wish you 

well. You clearly always have—you are never given easy assign-
ments, right? I mean, can’t you get something simple every once in 
a while? 

Secretary LEW. I seem to draw the hard cards. 
Mr. DIAZ-BALART. It is just not going to happen, right? Well, any-

ways, appreciate your service to our country. 
First, on the IMF quota reform issue, I have never heard any-

body bring that up to this committee before. Is that the first time 
that that has been brought up to this committee, or am I just for-
getting it having been brought up before? 

Secretary LEW. No, it was brought up as an anomaly to the con-
tinuing resolution, and we have now sent it up in the budget. It 
is an issue that we have been working on before that informally, 
and, frankly, we have been looking for an opportunity to do it. 

Mr. DIAZ-BALART. Sure. 
Secretary LEW. We haven’t been in a cycle of normal bills, 

and——
Mr. DIAZ-BALART. As far as you know, then, the first time it was 

actually brought up to Congress was during the CR? 
Secretary LEW. Well, I know it was discussed before that. There 

have been discussions for some time. I think the first formal trans-
mission may have been in the CR. 

Mr. DIAZ-BALART. All right, because I am just not aware of it 
having been brought up to this committee, but that is really not 
the—just, I was curious about that. 

I was listening very carefully to your explanation and your sup-
port of sanctions. And I think sanctions they are different for dif-
ferent countries, but I think they are a very important part of our 
foreign policy in many ways. 

With that in mind, let me talk to you a little bit about sanctions 
on Cuba. The President expanded educational travel, to include 
cultural exchanges, in 2011, his stated goal to was to, quote, ‘‘help 
promote the Cuban people’s independence from Cuban authorities.’’ 

Now, however, itineraries licensed under those exemptions rou-
tinely consist of meetings with the Castro regime’s operatives, vis-
its to state-controlled institutions. Schedules rarely, if ever, include 
meeting with Cuba’s pro-democracy activists, including inde-
pendent journalists, independent unionists, artists, musicians, li-
brarians, economists. They rarely include any of that. So, as a re-
sult, these trips have now become more of a propaganda and a fi-
nancial boon to the Castro regime. 

The law, section 910(b) of the Trade Sanctions Reform and Ex-
port Enhancement Act, expressly prohibits tourist activities on the 
island. And yet we have seen ample examples of what seems to be 
blatant tourism, whether it is folks doing 3-hour dinners, salsa 
dancing until dawn, nightclubs and jazz club visit, parties in state- 
owned fancy hotels, by the way, where Cubans can’t even access. 

Your predecessor, I asked him here on this committee about the 
line between lawful travel and unlawful tourism, if that was being 
crossed. He vowed on behalf of the Treasury that—he said, ‘‘We 
will enforce the line to the best of our ability,’’ which is obviously 
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what we all expect, and I think that is what I would imagine you 
want to do as well. 

So here is a question. In the light that we have seen what are 
pretty evident abuses—because I don’t know about you, but when 
I go on vacation or if my wife and I are able to take a weekend 
off, what do we do? We might go to a nightclub, we might go danc-
ing—those are clearly tourism activities, particularly when you go 
to places where they are controlled by the regime. 

So help me. What can we do to ensure that these people-to-peo-
ple trips do not include tourist activities and that they have some 
hope of promoting the Cuban people’s independence from the re-
gime, which is what the President had expressly said that was for? 

Secretary LEW. Congressman, I know that these people-to-people 
exchanges have been an issue of some disagreement over the years. 

Mr. DIAZ-BALART. But the law is clear, Mr. Secretary. Tourism 
is outlawed. 

Secretary LEW. But people-to-people exchanges for cultural and 
educational exchanges are permitted. 

The way the program works is programs have to submit detailed 
plans of what they are going to do. They are approved if the pro-
gram meets that standard. They are reviewed annually based on 
their activity. 

We will continue to implement the program in that way. And we 
believe, continue to believe, that people-to-people exchanges are 
good for the people of Cuba. It exposes them to Americans and 
American values. It creates a possibility for our people to get to-
gether even if we still have a problem with the government. 

So I would look forward to working with you going forward, but 
we will continue to review the programs as we have. 

Mr. DIAZ-BALART. And I appreciate that, because the law is very 
clear that tourism is not permitted. Maybe your idea of tourism 
and my idea of tourism are different, but it is pretty clear what 
tourism is. 

So if there are—and it seems that there are—gross abuses where 
some of the groups that are being licensed are, frankly, doing 
things that are strictly tourism, that is where I would like to sit 
down with you and look at that. 

And, again, we have to make sure that it passes the straight-face 
test. If tourism is unlawful, if it is not permitted—now you may 
want to do tourism, but that law is very clear about that, and your 
predecessor said that he would enforce the law, and I am hoping 
that you would do the same thing—— 

Secretary LEW. Well—— 
Mr. DIAZ-BALART. So there is where I think we need to look at 

making sure that there are not gross abuses, blatant abuses. Be-
cause what we are seeing is a lot of those, frankly, blatant abuses. 

Secretary LEW. We will continue to work on the program to make 
sure that the people-to-people educational and cultural exchange 
standards are met. 

Mr. DIAZ-BALART. Great. Thank you. 
Ms. WASSERMAN SCHULTZ. Madam Chair, if the gentleman would 

yield only—I know his time is up—only for me to ask to be in-
cluded in those conversations and meetings when you have them 
with the Secretary and his staff. 



380

Mr. DIAZ-BALART. Thank you. 
Ms. WASSERMAN SCHULTZ. Thank you. 
Ms. GRANGER. Thank you. 
Mr. Cuellar. 
Mr. CUELLAR. Thank you, Madam Chair. 
Secretary, again, congratulations on your appointment. 
Before I ask my questions, just a logistical issue. We had sent 

you a letter about your latest agency strategic plans, performance 
plans, performance reports, or priorities. I know some of it is al-
ready in your performance.gov, but I would appreciate it if you all 
can turn that in. I know Secretary Kerry just did his, so I would 
appreciate yours also. 

Secretary LEW. I will take a look at it when I go back to the De-
partment.

Mr. CUELLAR. All right. 

EXPORTS TO LATIN AMERICA

Number two, 40 percent of all the exports from the United States 
go to Latin America, including Mexico. And that area we seem to 
overlook. And I know the other parts of the world are important, 
but when we send 40 percent of our exports, that needs to be a 
very, very important focus. 

Mexico is going through a transformation with Enrique Pena 
Nieto. And I don’t know if you are going with the President on May 
2nd, but I know that your counterpart, the Finance Minister, Luis 
Videgaray, they are going through a banking reform, and there are 
a lot of investors, a lot of people waiting because that would tre-
mendously help Mexico. But they have to take care of a couple po-
litical issues that just popped up, and they delayed the plans tem-
porarily.

But I would ask you, talking about financial institutions, tell us 
what the latest is with Mexico on their anti-money-laundering 
strategy. We have to find a balance. We have to make sure we stop 
the narco money but, at the same time, work with the financial in-
stitutions, because they certainly want to work with ours. 

Secretary LEW. Congressman, I actually met with the Finance 
Minister last week at the IMF spring meetings, had a good meeting 
with him. And we discussed this issue of working together on 
money laundering, counterterrorism. And I know our teams have 
been working together for some time at effectively trying to build 
the capacity to cooperate. He expressed an interest in doing so at 
a senior level, and I would look forward to working with him on 
that.

Mr. CUELLAR. Okay. Thank you. 
The second thing, the Inter-American Development Bank has 

done—and I have a list of projects of some of the work that they 
have been doing in Mexico. And, as you know, the more loans and 
assistance we can provide there, then the better it is for us, be-
cause we would rather have a strong and prosperous Mexico. That 
actually helps us on immigration reform because more jobs will be 
developed there. 

Anything else that you all are doing, working with the Inter- 
American Development Bank group and, you know, the different 
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groups there that you wanted to share with us? And I appreciate 
any efforts on that area. 

Secretary LEW. Congressman, I actually met with the finance 
ministers from Central America and Latin America last week. And 
they are very much looking to a future where they can have a high-
er growth rate and where they can make the investments that they 
need. And, yeah, we discussed that there is a need, in addition to 
the support from international financial institutions and bilateral 
aid, for there to be creative private-public partnerships. 

And I would look forward to working on all of these fronts. It is 
important to us that the economies of Latin America do well for 
economic and security reasons and, as you mentioned, just to deal 
with some of the challenges that good economies make easier to 
deal with. We have, in many cases, good partners to work with, 
and that is something that I will be spending more of my time on. 

Mr. CUELLAR. Good. Well, I appreciate the good work you are 
doing with our friend, Luis Videgaray, in Mexico. I know he is 
doing a good job. I know him very well. And, you know, let’s just 
keep in mind that a lot of our exports go to Latin America, Mexico. 
And I just want to make sure we don’t forget about them, like we 
did in the 1980s when we woke up one day and we said, oh, my 
God, there are Sandinistas here, and then we sent Oliver North 
and a couple other folks. But we ought to do the preventive work, 
because there are other countries paying attention to Latin Amer-
ica and Central America, and we certainly need to—— 

Secretary LEW. Yes, there are. 
Mr. CUELLAR [continuing]. Continue our efforts. 
So thank you. I yield back the balance of my time. 
Thank you, Mr. Secretary. 
Ms. GRANGER. Thank you. 
Mr. Yoder. 
Mr. YODER. Thank you, Madam Chair. 
Mr. Secretary, welcome to the committee today. 
Secretary LEW. Thank you. 
Mr. YODER. We are glad to have you here. 
I wanted to return to the topic regarding Iran and the sanctions, 

which have been discussed in this hearing already. And many re-
ports have shown that the sanctions are having an impact on the 
Iranian economy, making it more difficult, particularly in oil trade 
and in other areas, for Iranians to grow their economy. And there 
are certainly some challenges they have with that. 

There are also a lot of reports about Iranian companies, Iranian 
Government mislabeling, using different documents. I am sure you 
are well aware of efforts they are trying to make to get around the 
sanctions.

I would like to hear your thoughts on, one, how we tighten our 
enforcement, what steps we need to take. Are there things that 
Congress can do to be more supportive in that effort? How do we 
ensure that those sanctions are as effective as everybody wants 
them to be? That is the first question. 

And the second question is, do you believe that these sanctions 
will realize their stated goal, which is to stop Iran from building 
a nuclear weapon? Do you think they will achieve success, and 
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how? And then how do we know when we have been successful? 
How do we know that we have actually achieved that goal? 

Secretary LEW. Congressman, the challenges of implementing a 
sanctions regime are many, so we have very strong tools. We have 
strong unilateral tools; we have strong multilateral tools. There is 
a team working every day to make sure that the tools are used ef-
fectively and that areas of potential leakage are shut down. 

So there are ongoing efforts constantly to make sure that, wheth-
er it is insurance or shipping or currency transactions, that the 
sanctions are being followed and that where there are institutions 
that are not following the sanctions regime, action is taken against 
them.

We do it as we find problems. And I have to say, I have raised 
these issues now with many of my counterparts around the world. 
We do it with the cooperation of like-minded countries, in most 
cases.

You know, I am not sure if you were here when I talked about 
the TARGET2 issue. It is an issue we are very concerned about. 
We don’t want euros finding their way into Iran because there is 
a leakage somewhere in an administrative system. 

There is no disagreement on policy between us and the eurozone. 
I think that the conversations that we have had with them have 
raised this issue to a higher level on their radar so that senior offi-
cials are now asking the questions that we are asking. And that 
is how you solve these problems. 

So I think we have to distinguish between what are the tools we 
need and then the kind of blocking and tackling of implementing 
them effectively. 

I think this is the tightest sanctions regime ever put in place. 
And it is working, if you look at the measures of Iran’s economy, 
whether it is their GDP, their exchange rate, their unemployment 
rate, their inflation rate. It is not a small thing, the story that Con-
gresswoman Lowey referred to of people going to stores and not 
able to buy the foodstuffs that they need. During Ramadan, they 
couldn’t buy meat for the one daily meal. This is a big deal. 

Now, the question of whether it will change the Government of 
Iran, that is obviously the objective. The objective is not to hurt the 
people of Iran. Most of the people of Iran don’t mean any harm to 
us or have a particular interest in the nuclear program. Our goal 
is not to hurt innocent people. Our goal is to change what the gov-
ernment does. 

The President has made it as clear as he possibly can, it is unac-
ceptable for Iran to have nuclear weapons. We are not pursuing a 
policy of containment. They must not develop nuclear weapons. 
They can’t have nuclear weapons. No options have been taken off 
the table. 

We won’t know until we get to the end of the window of time 
that we have. I think that the fact that there are still negotiations 
going on, until it is over, we won’t know if Iran changes its posi-
tion.

We will know if they change their position. If they agree to 
standards that are acceptable and there is an ability to make sure 
they keep by their agreements, that is going to be kind of the end 
of a sanctions effort, and in a successful way. If they go forward 
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and develop nuclear weapons and don’t stop and we run out of 
time, the President has made clear all options have been left on the 
table.

So I think it would be better for the world and for Iran if the 
sanctions work. 

Mr. YODER. And I agree with that point, Mr. Secretary. I think 
the challenge is that we have been effective with these sanctions 
at damaging the Iranian economy, which might lead to regime 
change, which might change the political climate in Iran, but there 
haven’t been any signs to show that they are actually slowing down 
on their nuclear ambitions. In fact, reports we see are that they are 
speeding them up. And so there is a race here, I think, on their 
part, probably, to move even faster. 

Do we think these sanctions will be effective, ultimately? I think 
they are obviously effective at damaging the Iranian economy. 
What will their impact be on their nuclear ambitions, though? How 
confident are we that this will somehow create nuclear changes in 
Iran? And when will we know we are successful? Is it regime 
change? Is Iran coming out with a policy distinction? And what is 
your sense of how likely that is when we see reports that they may 
be pushing even harder in the other direction? 

Secretary LEW. I think we are out of time, but—— 
Ms. GRANGER. You can answer it. 
Secretary LEW. Should I respond? 
Ms. GRANGER. Yes. 
Secretary LEW. The President has made clear that the objective 

of the policy is to reach the endpoint where Iran does not have nu-
clear weapons. We are going to continue pursuing sanctions as long 
as sanctions are an effective tool. And the President has made clear 
that all options have been left on the table. 

So I can’t sit here today and assess a timeline. You know, all of 
the experts who look at this believe there is still time for this nego-
tiation to work. It would be in the best interests of Iran. It would 
be in the best interests of the world. 

So I am going to do what I can as the Secretary of the Treasury 
to make sure that sanctions are tough and that they are imple-
mented effectively and that they do what sanctions can do. It is up 
to the Iranians to change their mind. And the President has made 
clear, it is unacceptable for them to have nuclear weapons. 

Mr. YODER. Thank you, Mr. Secretary. 
Thank you, Madam Chair. 
Ms. GRANGER. Thank you. 
I will now turn the gavel over to Mr. Dent, the vice chair of the 

committee, in my absence. 
Mr. DENT [presiding]. At this time, the chair recognizes the 

gentlelady from California, Ms. Lee. 
Ms. LEE. Thank you, Mr. Chairman. 
Good to see you again, Mr. Secretary. 
Secretary LEW. Good to be here. Thank you. 
Ms. LEE. First, let me just say thank you for your service and 

to all of the individuals at Treasury who work so diligently on be-
half of the American people. 

I want to also make a request of my colleague from Florida that 
I be invited to the meeting that you are going to have with Con-
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gresswoman Wasserman Schultz on Cuba because I have a lot of 
issues, also, that I would like to put on the table and would like 
to discuss. 

Mr. DIAZ-BALART. Okay. 
Ms. LEE. And I know we all disagree, or many of us disagree 

with the law, and we also believe that Americans should have the 
right to travel to Cuba. They have the right to travel to Vietnam, 
to China, and to other communist countries. And so that is some-
thing we need to do and I want to work on, to lift this travel ban. 
Because I think then maybe we can find some rational kind of ap-
proaches to addressing Cuba. 

I want to also find out as it relates to OFAC and talk about 
OFAC’s role in fighting terrorism. And, personally, I believe and 
there are others who believe that you spend a lot of resources en-
forcing the very strict travel and trade sanctions with Cuba, which, 
you know, it is still on the terrorist list even though there was a 
Defense Department white paper that said Cuba was not a threat 
to the United States in terms of its national security. And there 
certainly are many areas of the world where we should be focused 
and spending our resources as it relates to terrorism. 

Let me just ask you, in terms of the last time the Office of Ter-
rorism and Financial Intelligence, or the Office of Foreign Assets 
Control, when did you last block or intercept a terrorism-related fi-
nancial transaction supported by the Cuban Government? And 
what type of terrorism activities are you all preventing through 
OFAC?

Secretary LEW. Congresswoman, I would have to check. Cer-
tainly, in the time I have been at Treasury, nothing has been 
brought to me, but I would be happy to go back and check. 

You know, the activities that I am familiar with are these li-
censes to approve the people-to-people travel, educational and cul-
tural exchanges. A fair amount of effort goes into that process be-
cause each application has to be reviewed separately. It has to be 
annually reviewed. And, you know, we do put a good amount of ef-
fort into it. 

Ms. LEE. Okay. And I understand that. But then I would appre-
ciate knowing in terms of the enforcement of terrorism and ter-
rorist-related transactions, the type of resources you spend on that 
and what type of activities have actually taken place. 

Secretary LEW. I would be happy to check. 
Ms. LEE. Secondly, my colleague, Representative Wolf, he and I 

and others continue to remain gravely concerned about the ability 
of the Khartoum regime to continue, especially Bashir, the brutal 
attacks in Darfur, the Nuba Mountains, Blue Nile, South Sudan. 
It is widely known that the Government of Sudan—its ability to 
perpetrate grave human rights abuses and that those abuses are 
closely tied to front companies closely controlled by the ruling 
party.

So will the United States Treasury, will you commit to with-
holding debt relief—and we have been working on this for some 
time—from the Government of Sudan unless comprehensive re-
forms are achieved? And do you think that is something that may 
help?
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And, secondly, what is the Department of Treasury doing to 
strengthen multilateral approaches to enforcing and strengthening 
sanctions? I was the lead author of the sanctions bill, and we need 
to use our leverage to push the World Bank, the IMF to refrain 
from releasing funds to Bashir’s genocidal regime. 

Secretary LEW. Congresswoman, the Treasury budget does not 
have the funds for debt relief. The State Department’s request for 
the Economic Support Fund has a conditional request, conditional 
on Sudan meeting the preconditions. And the preconditions would 
require that progress be made on the kinds of issues that we are 
talking about. 

I think one of the important things about debt relief is it is lever-
age in a conversation with a government that badly needs the debt 
relief. And I would defer to my colleagues in the State Department 
on how those conversations are going. 

Ms. LEE. Okay, but how does the Treasury Department then co-
ordinate with State on this? I mean, is it that you don’t have any 
jurisdiction over it, debt relief and sanctions? 

Secretary LEW. There are different forms of providing debt relief. 
And the way it was requested was that it would be through the 
ESF, and that is a State Department authority. 

We obviously work with them on the substance of these issues 
regardless of which mechanism is used, and there is only one gov-
ernment position. But it wouldn’t be a Treasury action. 

Ms. LEE. Okay. Thank you very much. 
Thank you. 
Mr. DENT. At this time, the chair recognizes himself for 5 min-

utes.
Thank you, Mr. Secretary, for being here. 
And in May 2011, President Obama announced that the U.S. 

would swap $1 billion of Egypt’s debt for economic development ini-
tiatives at a cost of $960 million over 3 years. 

I have three questions. Could you give us the latest information 
on the administration’s plans to forgive or swap Egypt’s bilateral 
debt to the United States? Is Treasury working on such a package? 
You know, what about loan guarantees? 

So those would be my questions, sir. 
Secretary LEW. Congressman, we have just announced a $250 

million package of support for Egypt. And I think it is important 
for Egypt that they have some space, but it is also important we 
see that Egypt is making progress on the path toward building a 
more stable economic and political future. 

The conversations that are going on now with the IMF are key, 
because if Egypt agrees to the terms of an IMF package, it will lay 
a foundation for us to have further conversations with Egypt. 

I would be happy to get back to you on the specific components, 
but the package that was announced, the $250 million package, 
was what we had the ability to do. And I believe that was mostly 
ESF money. 

Mr. DENT. Okay, you mentioned the IMF. Could you give us an 
update on Egypt’s negotiations with the IMF and their movement 
on economic policy reforms? 

Secretary LEW. Well, the IMF has been pressing hard for Egypt 
to do some very tough things, on both the subsidy side, particularly 
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energy subsidies, and on the tax side, in terms of building up 
Egypt’s revenue base. Those are hard things to do in a stable envi-
ronment; in a situation like Egypt’s, it is particularly difficult be-
cause they have just come through a revolution. 

I think that it is not just something the world community is look-
ing to Egypt to do; it is something that Egypt needs to do to build 
its own capacity to have a stable future. And I think these con-
versations are making progress, but they are not yet complete. 

Mr. DENT. Well, that leaves, I guess, the bigger question, or the 
comment, for all of us, what are the expectations of the administra-
tion as it relates to Egypt before giving any additional aid? I mean, 
what is our policy? 

We have had a lot of issues with Egypt. This subcommittee has 
generally been supportive of aid to Egypt, but clearly this relation-
ship is evolving. 

Secretary LEW. I think that the relationship with Egypt, from 
the leaders through the working teams, has been getting stronger. 
There is a kind of exchange that often is productive. I know that, 
when I was Chief of Staff, I was with the President when he spoke 
with President Morsi on many occasions. They were direct con-
versations, and they made very clear the kinds of change that were 
needed.

We understand that change is hard to make, particularly in a sit-
uation where a country has just gone through a political upheaval, 
a transition from a totalitarian state, and with an economy that is 
very fragile. By the same token, they have to start building the 
foundations for a future that is more stable, both economically and 
politically.

I think we have to have some patience in that process because 
those transitions don’t happen in a week or a month. But they do 
have to begin, and there has to be a short-, medium-, and long- 
term view of where you are heading. They have elections coming 
up. Those elections, should clarify the situation in some ways, but 
we can’t wait until the elections. That is why the IMF conversa-
tions are still going on in realtime. 

So we are very cognizant of how important Egypt is to the region 
in terms of stability. It is important to the United States that there 
be stability in the region. And, we are going to continue to work 
for the kinds of change—to help Egypt make the kinds of changes 
that it needs to make. 

Mr. DENT. Thank you. 
And quickly shifting to Iran, I know, Representative Lowey, you 

got into that issue a little bit. 
And I believe your answer to her question with respect to the 

Global Environmental Facility funding that came through the 
World Bank, I guess it is your statement, I believe, that that will 
no longer continue? 

Secretary LEW. We have a commitment from the fund that there 
will no longer be commitments to Iran, and there was, one commit-
ment that will not be paid. 

Mr. DENT. Okay. And in the event that the World Bank reneges 
on that commitment, what would be a consequence to the World 
Bank?
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Secretary LEW. Well, GEF is not a World Bank entity, so it 
would be that partnership. But we have made it clear that it is un-
acceptable to us. And we have the commitment, and we are going 
to continue to make sure that that commitment continues. 

Mr. DENT. And, finally, too, with respect—I don’t know if you can 
say this in an open session or not, but with respect to what this 
government is doing to disrupt transactions of oil emanating from 
Iran, I know you have some capacity to do that in that regard. Is 
there anything you can say in this session? 

Secretary LEW. What I would say is that we have used all the 
aspects of the sanctions tools that have been provided to make it 
more difficult for Iran to sell oil, to make it more difficult for Iran 
to get foreign currency when they do sell oil, and to make the sanc-
tions regime as tight as it can possibly be. 

I think we have substantial evidence that that is having an im-
pact in terms of the Iranian economy. And we have to keep on it 
so that it changes the government’s political decision-making. 

As I have said a couple times this morning, sanctions can create 
an environment where a regime feels pressure to change its posi-
tion. It can’t make the change. The regime has to make the change. 
And we still have to keep pushing. 

Mr. DENT. Thank you, Mr. Secretary. 
And just for the record, the GEF is housed at the World Bank. 

I just want to be clear about that. 
Secretary LEW. But it is not a World Bank entity. It is just an 

administrative relationship. 
Mr. DENT. Okay. Thank you. 
And, at this time, I now recognize Mr. Schiff. 
Mr. SCHIFF. Thank you, Mr. Chairman. 
Mr. Secretary, nice to see you. Thanks for your good work. 
I just want to follow up on a couple of Mr. Yoder’s questions. 
According to reports, the Central Bank of Iran is continuing to 

do business, and that has resulted in a repatriation of funds to 
Iran. Given that other banks cooperating in this effort are violating 
the sanctions, what steps are we taking or can we take against the 
violating banks? 

Secretary LEW. Congressman, we have been taking actions as we 
discover them against violating banks. And we will continue to do 
so and to be vigilant about it. 

The challenges come in multiple forms. There are the violations, 
where we have tools to take actions against banks, to list the banks 
and to act against the banks. There are also things that may not 
be intended, and that is where the TARGET2 kinds of issues come 
in. There is no policy difference between us and the countries of the 
eurozone. But if money is leaking, if euros are leaking into Iran, 
we need to shut down the leaks and they need to shut down the 
leaks.

We are working at every level, both on the intentional trans-
actions and the administrative end, to do as much as we possibly 
can stop the flow of foreign currency into Iran and to make it more 
difficult for Iran to continue to do its normal business. 

Mr. SCHIFF. Do you have any knowledge of whether Turkey has 
been sending gold to Iran in exchange for natural gas? If they were 
doing so, would that be a violation of the sanctions? 
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Secretary LEW. I would have to look into that, Congressman. 
Mr. SCHIFF. If you would, I would very much like to get a re-

sponse back. 
There have been some very serious indications that Syria may 

have used chemical weapons, the Assad regime may have used 
chemical weapons against its own people. Can you tell us a little 
bit about the existing sanctions regime on Assad and his cohort 
and how you see that changing if, in fact, it is demonstrated that 
he has used chemical weapons? 

Secretary LEW. Congressman, as you know, we did not have the 
same success at the U.N. on Syria that we had on Iran. Russia and 
China did not participate with us in the sanctions regime against 
Syria. We have said many times we think they will find themselves 
on the wrong side of history. And we are going to use the unilateral 
sanctions and the collaboration with the eurozone and other like- 
minded countries to put as much pressure on as we can. 

We are actually seeing the effect of that. The economic problems 
in Syria, it is hard to say what is due to sanctions and what is due 
to the just brutal warfare that is going on there. But the economy 
of Syria is in a shambles, and, it is going to take a very long time 
for Syria to recover. 

We are committed to implementing the unilateral sanctions that 
we have and working with like-minded countries to make it as 
clear as possible that the pressure will build on Syria and the 
international community will not let up until there is a transition. 

Mr. SCHIFF. Is there anything that you need from us in terms of 
your authorization on either Syria or Iran, in terms of tightening 
the economic pressure on either regime? 

Secretary LEW. I am happy to go back and have conversations 
and get back if there are. I am not aware of anything right now. 

Mr. SCHIFF. Okay. 
Thank you, Mr. Chairman. I yield back. 
Mr. DENT. Thank you, Mr. Schiff. 
I guess we will move into a brief second round, if we can. I want 

to recognize Mr. Diaz-Balart. 

CUBA

Mr. DIAZ-BALART. Thank you very much, Mr. Chairman. I will 
try to be brief. 

I just want to assure the gentlewoman from California that she 
would be more than welcome. Anybody of good faith who is inter-
ested on an issue like that, we should feel free to work together. 
You are clearly welcome. 

Just a reminder, though, to the Secretary, who is new on this 
issue and you have dealt with a lot of issues but probably not this 
one. My colleague from California obviously has objections to the 
law. She has been very clear about that. But the law is the law. 
And until it changes—and I don’t think it will—that is the law. 

And just also another reminder, she asked some specific issues 
about potential threats and I don’t want to put words in her mouth 
about Cuba, though. I just want to mention a couple things. That 
it harbors cop killers, and there are about 100 fugitives from Amer-
ican laws who are there. They are right now holding an American 
hostage in prison. Just like Iran has an American hostage, so does 
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Cuba right now. Shot down two American airplanes in inter-
national airspace. Not even Iran has done that. 

And, just last week, The Washington Post had an article, which 
I will refer all of you to look at it, dealing with Ana Belen Montes, 
a spy who was a spy deep within our government for the Cuban 
regime. She has been convicted of espionage. And, by the way, she 
is the one who wrote the white paper that my colleague mentioned. 
So that white paper saying that Cuba is not a threat was actually 
written by a person who is now in prison because she was con-
victed of spying for the regime that she said was not a threat. 

So we can go on and on, but I just want to make sure let’s get 
some of those facts on the table. And I would ask all of you to look 
at that article in The Washington Post about Ana Belen Montes, 
one of the most damaging cases of espionage against the United 
States. She was working for the Castro regime. I can go on and on, 
but the chairman has said that we should be brief, and I will. 

Thank you, Mr. Chairman. 
Mr. DENT. Thank you, Mr. Diaz-Balart. 
And I recognize Ms. Wasserman Schultz. 
Ms. WASSERMAN SCHULTZ. Thank you, Mr. Chairman. 
Mr. Secretary, during the Horn of Africa famine in 2011, which 

was obviously prior to your service and was during your prede-
cessor’s service, OFAC was—I guess the best way to describe it is 
slow. Or there were obstacles in the path of making sure that we 
could issue a license for humanitarian aid to address the famine 
that really had been predicted. 

And in the resulting slowness for us to ensure that we didn’t vio-
late sanctions and, at the same time, make sure the humanitarian 
aid got to people that needed it, 30,000 children died. I mean, that 
is not a small number. Sometimes we have very large numbers 
that are so breathtaking that we can’t get our minds around them. 
But, I mean, 30,000 is—1 is too much. 

So, I can appreciate the need for us to watch carefully and make 
sure that we balance a sanctions regime against a humanitarian 
aid regime. But that seems like a pretty big balance problem, to 
lose 30,000 children for a famine we predicted. 

So what steps are going to be taken by your administration at 
Treasury to make sure that we can get that help where it is need-
ed?

Secretary LEW. Congresswoman, I actually had some involve-
ment in that from my former position at the State Department. So 
while I was not at Treasury, I am very familiar with the challenges 
that were presented there. 

Our policy is clear, we try to provide humanitarian assistance, 
and we are as generous as any country, and probably the most gen-
erous country in the world. We have brave people who go into dan-
gerous places to try and save lives. The reason it takes courage is 
not because of any will on the part of the United States; it is be-
cause there are people who are trying to accomplish political goals 
and willing to use 30,000 children or aid workers as pawns in their 
effort.

The issue of how to balance implementing our terrorist financing 
laws with safe passage in areas that have groups like Shabaab set-
ting up checkposts is a very hard balance. Certainly, all of our 
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hearts go out to the victims of famine. Our goal is to get relief. But 
it was Shabaab that was charging tolls and making requirements 
of payments. 

I think that, when you look at an entity like Shabaab, very small 
amounts of money lead to an awful lot of political power and lethal 
power. So these are questions of malign forces that are willing to 
use children to accomplish their goals, and they try and somehow 
implicate aid providers in that. 

So there is a struggle to reach a balance there. And it was a 
tragedy frankly, that the Shabaab imposed on their own people. 
And we will work to go through these balances as quickly as we 
can, but they are hard choices. 

Ms. WASSERMAN SCHULTZ. I would like to work with you on 
whatever more we can do, to deal with and address that balance. 

Thank you. 
Mr. DENT. Thank you, Ms. Wasserman Schultz. 
At this time, I recognize the gentlelady from California, Ms. Lee. 
Ms. LEE. Thank you very much. 
I guess, instead of asking my question, I would just like to raise 

a couple points in response to my colleague from Florida as it re-
lates to Cuba. 

First of all, you laid out several issues that are of concern to ev-
eryone. Probably in China there are many more issues that are of 
concern to all of us. But the only way we are ever going to have 
some kind of rational dialogue and discussion is by ending the em-
bargo and having, you know, a normal foreign policy as it relates 
to Cuba to begin to sort through some of these issues. 

I have visited Mr. Gross several times in Cuba. I have called for 
his release. And there are many, many issues, though, that com-
plicate that, including some that, you know, the Cubans may feel 
are problems. I mean, our hands aren’t clean on all of these issues 
either.

And I think the only way we could ever move forward to have 
a foreign policy that makes sense not only on behalf of the Amer-
ican people but also on behalf of our businesses in this country— 
because there are tremendous economic opportunities in Cuba for 
U.S. companies which we are losing market share on as a result 
of this—the only way we are going to do that is by entering into 
some normal dialogue with normal bilateral relations. 

And so I would hope that we could sort through many of these 
issues, especially as it relates to the terrorist threat, because no 
one wants to do business with a country on the terrorist list. And 
so I am still curious about what OFAC sees in terms of any ter-
rorist activities as it relates to financial transactions and what the 
real problems are. 

Because, again, Americans should have the right to travel to 
Cuba, and I disagree with that law, but, you know, Americans are 
being penalized behind a law that is very discriminatory. And so, 
hopefully, we can start some discussions and make some sense, put 
these issues on the table and try to figure out how to move for-
ward. Because, you know, you have many of your constituents who 
go back and forth now to Cuba. And I have talked to many of them, 
and I know that they would like to have some sort of sanity as it 
relates to the United States and Cuba. 
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Thank you. 
Mr. DENT. Thank you, Ms. Lee. 
At this time, the chair would recognize himself and would be 

happy to yield to Mr. Diaz-Balart if he has any further comments. 
Mr. DIAZ-BALART. Mr. Chairman, obviously, this is not the time 

or place to discuss the whole policy. The gentlewoman and I have 
a difference on the policy. But the Secretary is here, and we are 
talking about what the law is and enforcing the law. Now my col-
league has all the right to try to get rid of that policy, but the pol-
icy is there and the law is there. And nobody, nobody, is above the 
law. And that is the issue at hand. 

And I would also welcome working with my colleague to look at— 
because I think that there are gross violations of human rights in 
China. I agree with that. And I don’t think that we are, frankly, 
focusing on those violations like we need to. 

And, again, this is not the time or place to litigate that. My issue 
is, let’s enforce the law, the law that the President said he sup-
ports, the law that your predecessor said that he wanted to enforce, 
the law that has to be enforced—— 

Secretary LEW. And I have indicated we will continue to en-
force——

Mr. DIAZ-BALART. And that is the issue at hand. So we can liti-
gate the merits of the entire law, but that is obviously not what 
is here in front of us today. 

Thank you very much. 
Mr. DENT. Thank you. 
And reclaiming my time, I will yield back. 
And, at this time, I would be pleased to recognize the ranking 

member.
Mrs. LOWEY. Thank you very much. 
And, again, I apologize. There are several hearings going on at 

the same time, and I understand most of the areas were covered. 
I did want to deal, just for one last question, with the Global Ag-

riculture and Food Security Program. I have been, shall I say—I 
sound like a broken record—talking about coordination, coordina-
tion, coordination. And, certainly, in times of tight budget, we have 
to be sure that we are coordinating effectively. 

Could you distinguish what the GAFSP is doing to improve food 
security in selected IDA-eligible countries from U.S. bilateral as-
sistance in these same countries and the Feed the Future initia-
tive? What steps, if any, you are taking to avoid duplication of ef-
fort or to make U.S. and multilateral efforts complementary? 

Secretary LEW. Congresswoman, Feed the Future is a program, 
as you know, I have been involved with from its inception. And one 
of the goals was to coordinate effectively both with other countries 
that were providing bilateral assistance and in the context of the 
multilateral entities, to designate countries to come in and work in 
a concerted way, moving a system to the point of sustainability, not 
just one funding project. The goal is very much to do that with the 
international financial institutions, not to duplicate but to com-
plement each other. 

I haven’t had a chance in my new position to look as deeply into 
the international side as I did the bilateral side when I was at the 
State Department. But it is very important to me that that coordi-
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nation be effective. Because the idea here was to do assistance in 
a different way, in a more effective way, to not say we could be ev-
erywhere doing everything, but to go into countries and, with glob-
al partners, make a difference that would have a lasting impact. 
That is the purpose of Global Fund, it is the purpose of Feed the 
Future, and I look forward to working to make sure that that is 
accomplished.

Mrs. LOWEY. Thank you very much. I look forward to continuing 
to work with you. And, again, we are fortunate to have someone 
of your knowledge—— 

Secretary LEW. Thank you. 
Mrs. LOWEY [continuing]. In this important position. Thank you 

very much. 
Mr. DENT. Thank you, Mrs. Lowey. 
And, Secretary Lew, thank you again for your time and your tes-

timony. It is very much appreciated. 
This concludes today’s hearing. And Members may submit addi-

tional questions for the record if they so choose. 
Mr. DENT. The Subcommittee on State, Foreign Operations, and 

Related Programs stands adjourned. 
Secretary LEW. Thank you very much, Mr. Chairman. 
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